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Asean to take 
lead in tackling 
Cambodia crisis 

The European Union and US have dropped their 
objections to the Association of South-East 
Asian Nations' policy of “construc ti ve engage- 
ment" with Burma and handed Asean the lead 
in diplomatic efforts to end the crisis in 
Cambodia. It will test Asean's regional infinpnr» 
as its expands and tries to maintain its policy of 
non-interference in the internal affairs of 
member states. Page 16 

Thousands back Eta terrorists: 

Thousands of Basques have inarched through 
San Sebastian in support of the Eta terrorist 
group. The march ended with a rally called by 
Eta's political wing Herri Batasuna which called 
for Basque independence from Spain and 
demanded the transfer of jailed terrorists to 
prisons in the Basque Country. Page 2 

Berger triumphs in German Grand Prix 

Austrian veteran 
Gerhard Berger, left, 
claimed victory after a 
three-race absence in 
the German Grand Prix 
at Hockenheim. The 37- 
year-old Benetton 
driver - who had 
missed two months 
after a sinus operation 
and the death of his 
father - took the 10th 
win of his career, com- 
ing home 17 J5 seconds ahead of Ferrari's Ger- 
man championship leader Michael Schumacher. 

Euro banks to agree self-regulation: 

Plans by Europe's leading banks to develop an I 
Ameri can-style secondary market in bank loans , 
will receive a boost in the next few weeks when j 
the banks draw up their first agreement on self- | 
regulation. Page 16 

IIS finance chiefs double pay: Chief 
financial officers in the US have benefited from 
the stock market boom even more than chief 
executives, with average remuneration pack- 
ages almost doubling last year to $2.90m. Page 4 

Finland deficit blow: Finland has been 
forced to revise its 1996 budget deficit upwards 
from 2.6 per cent to 3.1 per cent of GDP after a 
statistical error. The error is an embarrassment 
. both for Helsinki and the European Commis- 
sion. Page 2 

Booming Boss: Hugo Boss, the German 
men’s clothing company owned by Marzotto of 
Italy, has turned in a first-half profits perfor- 
mance Wefi ahead of forecasts. Net income rose 
25 per cent to DM3K5m (S2L3m) and turnover 
was 17 per cent up at DM530m. Page 17 

GM strike deal: General Motors seems to to 
have averted severe disruption in its North 
American assembly plants after United Auto 
Workers union members in Michigan voted on a 
settlement to a local strike. Page 16 

Bond defaults plummet: The default rate 
on global corporate bond issues is at its lowest 
level for 15 years, said credit rating agency 
Moody's Investors Savice. Page 17 

Yuan in safe, says China: China is in a 
strong position to resist speculation against the 
yuan, said government officials. Page 3 

UN weapons team In Iraq: UN germ 
warfare experts have begun Inspecting Iraqi 
sites to check whether Baghdad still possesses 
biological weapons. 

Jerusalem developer remains defiant 

American millionaire Irving Moskowitz, who 
wants to build a Jewish settlement in Arab East 
Jerusalem, has vowed to go ahead with his 
plans. Page 4 

Galileo beats expectations: Galileo 
International, the airline reservation system, 
said it has been valued at $2.45bn in an initial 
public offering In New York - weD above expec- 
tations. The US-based company said the $784m 
offering was priced at $24.50 a share. Page 17 

European monetary system: The Irish 
punt stayed near the top of its fluctuation band 
within the European exchange-rate mechanism. 
11.68 per cent above its central rate against the 
weakest currency, the French franc. The lira 
remained at the top of its unofficial 2-25 per cent 
band, prompting the Rank of Italy to sell the 
currency last week. Currencies, Page 23 
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The chart shows the member currencies of the 
exchange rate mechanism measured against the 
weakest currency in the system. Most of the 
currencies are permitted to fluctuate within 15 per 
cent of agreed central rates against the other 
members of the mechanism. The exceptions are 
the D-Mark and the guilder which move in a 2.25 
percent band. 


France to backdate tax rise g““ ern 

By Davtd Owen i„ para Companies face levy on 1996 profits A poll commissioned $ raises 


By David Owen in Paris 

France’s Socialist-led 
government is likely to force 
, some French companies and 
I the French arms of some 
multinationals to pay higher 
corporation taxes on profits 
made last year in a move 
which will anger the business 
community. 

The finance ministry's deci- 
sion to apply the new tax rate 
of 41.6 per cent for financial 
years eriding on January 1 1997 
and onwards is expected to 
provoke bad feeling in a busi- 
ness community already angry 
at being asked to bear most of 
the burden of last week's belt- 
tightening exercise. 

Companies which do not 
have a December 31 financial 
year-end are expected to be 
forced to pay the new rate, 
increased from 36.6 per cent, 
on profits earned during the 
1996 calendar year. Multina- 


tional companies with French 
operations are also likely to be 
hit by the decision. 

Although the finan cial years 
of most large French compa- 
nies coincide with the calendar 
year, there are a number of 
exceptions including Air 
France, the state-controlled 
airline. Moulinex, the house- 
hold appliance group, and 
Salomon, the sports-equipment 
manufacturer. 

Each of these groups has 
already reported its 1996-97 
results, with Air France 
returning to the black for 
the first time since 1989 
and Moulinex achieving a sim- 
ilar feat after five years of 
losses. 

The finance ministry's deci- 
sion appears to leave open the 
possibility that some of these 
1996-97 figures may have to be 


adjusted to take account of the 
higher tax rate. 

Some tax experts expressed 
concern over the way compa- 
nies would react to the govern- 
ment’s plans. 

Mr Dominic Pickard, corpo- 
rate tax adviser at HSD Ernst 
& Young, the accountants, in 
Paris said tax directors of mul- 
tinational companies had “an 
aversion to surprises". 

He added: “The 3.3 per cent 
tax hike in 1995 may have been 
accepted as a blip. I think this 
double whammy of another 
five points on the corporate 
income tax rates, plus, for the 
unfortunate, backdating of the 
41.6 per cent rate to 1996, will 
cause considerably greater 
consternation." 

Mr Dominique Strauss-Kahn, 
finance and industry minis ter, 
announced the new rate last 


week as part of a FFr32bn 
lS5.26bn) package of deficit 
reduction measures aimed at 
keeping France cm target to 
Join the planned single Euro- 
pean currency. 

About FFrlBbn - half of the 
government's revenue target - 
is expected to be raised by 
increasing the rate of corpora- 
tion tax. 

Mr Strauss-k'ahn emphasised 
that the new rate would apply 
in 1997 and 1998. and would be 
reduced progressively after 
that. He said the tax rise 
would not apply to companies 
with an annual turnover of 
less than FFr50m. 

Though last week's mea- 
sures may have proved 
unpopular with the business 
community, there was evi- 
dence over the weekend that 
they were much better 


received by the French public. 
A poll commissioned by the 
finance ministry indicated that 
two-thirds of respondents 
approved of them. 

The measures also received 
the seal of approval of Mr 
Michel Rocard. the former 
Socialist prune minister, who 
yesterday told Radio J that be 
"deeply" approved of them and 
that they formed "an intelli- 
gent structure". 

His comments came as Mr 
Christian Sautter, budget min- 
ister, hmted at possible future 
measures to rein in expendi- 
ture. saying state spending 
would have to rise less quickly 
than GDP if the government 
was to hit its target of restrict- 
ing the public deficit to 3 per 
cent of GDP in 1998. 

Speaking on Radio Classi- 
que. Mr Sautter also said that 
next year would see no 
increase in the number of civil 
servants. 


Troops fight to contain river as worsening disaster kills 100 people 



Some of the 9,000 servicemen constructing sandbag barriers against the rain-swollen Oder In Germany yesterday while local Inhabitants head for safety 


By Andrew Fisher in Frankfurt 

Thousands more Germans and 
Foies were evacuated yester- 
day as rising water threatened 
to engulf low-lying towns, vil- 
lages and farmland on both 
sides of the River Oder. 

Mr Manfred Stolpe, prime 
minister of the German state 
of Brandenburg, said the 
floods had caused damage 
exceeding DMlOOm ($55. 50m j. 
The floods are a blow to hopes 
of recovery in eastern Ger- 
many, which is suffering from 
high unemployment and struc- 
tural economic problems. Hie 
government has promised 
quick financial relief and low- 
cost loans for households and 
businesses hit by floods. 

Helped by 9,000 soldiers, 
sailors and marines in their 


Thousands flee Oder floods 


the Hamburg floods of 1962, 
workers struggled yesterday 
to reinforce sodden dykes 
holding back the fast rising 
waters of the Oder, which 
swelled to record levels. 

German officials fear the 
floods, which have killed more 
than 100 people in Poland and 
the Czech Republic, could rain 
the Oderfarnch region, a large 
area of fertile farmland produ- 
cing sunflowers, maize, cauli- 
flower, cucumbers and other 
vegetables, which was 
reclaimed from the marshes 
250 years ago. 

Although the dykes protect- 
ing the Oderbruch were suc- 
cessfully shored up at the 


ned yesterday for the evacua- 
tion of its 19,000 inhabitants - 
almost 2,500 have already left 
Farm animals were also being 
led to safety. 

Mr Manfred Eanther, Ger- 
many’s interior minister, 
sought to reassure people 
along the Oder that their 
homes would not be plundered 
during evacuation. 

The German government 
said it would use Tornado air- 
craft to take detailed aerial 
pictures to help spot weak- 
nesses in dykes. 

Mr Kanther also met his 
opposite number from Poland, 
Mr Lleszek Miller, to discuss 
the devastation. Thousands of 


the Polish city of Slnbice yes- 
terday as the Oder, or the 
Odra in Poland, kept rising. 

POllBh officials said Slubice 
could suffer heavy flooding if 
the weakening dykes along 
the river burst As In Ger- 
many, frantic efforts were 
being made to strengthen the 


dykes with sandbags and 
wood. 

Many people had to rush 
from their homes when a large 
section of dyke near Frank- 
furt-an-der-Oder burst, send- 
ing water through an adjoin- 
ing lake back Into the river, 
raising its level farther. 

Berlin's back garden, Page 2 

Economic notebook. Page 17 
Sea of troubles, Page 15 


raises 

$631m 

: By Louisa Lucas In Hong Kong 

China Southern, one of the 
I country's three biggest alr- 
I lines, has raised USS63lm in 
the mainland's biggest public 
offer to date. 

The shares, to be listed in 
Hong Kong and New York 
| later this week, were priced at 
the top end of the HKS3.75 to 
HKS4.75 range after strong 
i international demand. 

The H -shares - Hong Kong- 
listed stock of mainland state- 
owned enterprises - have been 
priced at HKS4.75. while the 
American Depositary Shares, 
each of which represents 50 
H-shares. have been pitched at 
USS30.66. 

H-shares have been enjoying 
a rally since earlier this 
month, after restructurings by 
two companies and anticipa- 
tion of further shake-ups. 
Restructurings at the parent 
companies can benefit the 
listed vehicles by removing 
unprofitable operations and 
re-injectlng them into the 
H -share company when they 
start making money. 

Analysts expect a strong 
debut for China Southern 
when trading in the H-shares 
starts on Thursday. The New 
York-listed ADSs commence 
trading on Wednesday. 

The airline received an early 
vote of approval from several 
big Hong Kong companies, 
including two controlled by 
Mr Li Ka-shing. and develop- 
ers Sun Hung Kai Properties 
and New World Development, 
which have all taken stakes in 
the company - 

An affiliate of Goldman 
Sachs, which is sponsoring the 
issue, and Tai Foot Group, 
one of the main underwriters, 
have also bought shares in the 
airline. 

In total, China Sonthern 
issued l.03bn H-shares. 
Unusually for a mainland 
issue, the larger international 
tranche proved more popular 
than the shares sold in Hong 
Kong. 

According to bankers close 
to the deal, the overseas por- 
tion was 13 times subscribed, 
while the Hong Kong offering 
of 71m shares was just two- 
and-a-half times subscribed. 

Continued on Page 16 


biggest rescue operation since weekend, preparations con tin- people were evacuated from 

Merrill Lynch wins legal 
battle with Greek port 


By John Gapper, 

Banking Editor 

Merrill Lynch, the US 
investment bank, has won the 
first round of an unusual legal 
tussle with the Greek port of 
Piraeus over whether the city's 
authorities have to repay a 
$30m loan they used to build 
car parks. 

The Investment bank has 
woo an English high court 
case in which the Greek city 
argued it was in a similar posi- 
tion to UK local authorities in 
the late 1980s, which entered 
swap agreements with banks 
without proper authority. 

Although the UK authori- 
ties, notably Hammersmith 
and Fulham in west London, 
won their argument that they 
had been acting ultra vires by 
agreeing swaps, Piraeus. 

which viewed the deal as a 
landmar k in Its struggle to tap 
alternative sources of public 
finance, failed in its plea that 



its own swap deal had been 
illegal. 

The case shows the legal 
risks run by investment banks 
that have expanded operations 
in southern European coun- 
tries. Merrill won its case after 
defeating an attempt by 
Piraeus to have it heard in 
Greece. 

Piraeus. Greece’s largest 
commercial port, has appealed 
against the judgment that it 
hod to repay the loan, and the 
56m cost of unwinding an 
interest rate swap after it 
defaulted two years ago. Mer- 
rill said it was “confident in 
the court's judgment”. 

The legal tussle arose after 
authorities of the city 
defaulted on a $30m loan 
agreed with a syndicate of 
banks led by Bank of Tokyo- 
Mltsubishi Bank- 

The city's authorities 
wanted to build the car parks 
to relieve chronic traffic 
congestion around the port. 


CONTENTS 


the main gateway to the Greek 
islands, which was leading to 
businesses relocating away 
from the city centre. 

The loan had been combined 
with a 20-year Interest rate 
swap which meant Piraeus had 
to make fixed rate repayments 
in Greek drachma. When 
Piraeus defaulted Merrill 
unwound the swap, which 
added $5m to the deal's cost 
The legal argument turned 
on whether the swap bad been 
an integral part of the loan 
agreement It was admitted on 
both sides that Piraeus would 
not have been permitted to 
reach any free-standing deal to 
swap payments- 
A number of UK and inter- 
national banks lost out five 
years ago after UK local 
authorities challenged the 
legality of £500m ($835 mj of 
swap deals under which the 
authorities had swapped fixed 
rate obligations for floating 
ones. 


In-depth information on infrastructure projects, potential business pan- 
nets and the attractive investment climate under the new political and 
economic reality of Bulgaria. 


BULGARIA 

INVESTMENT 

FORUM 

Sofia, 22 - 24 October 1997 

• Key addresses by Prime Munster Ivan Rostov and representa- 
tives of the EU, Wbrid Bank, IMF, IFC, and EBRD. 

• Detailed presentations of investment opportunities in trans- 
port, telecommunications, chemicals, machine tods, textiles, food, 
tourism, and municipal infrastructure projects. 

• Ministerial reports on specific economic sectors foflowed by 
afternoon workshops cm Bulgaria’s privatisation programme, economic 
reforms, banking system, capital market and investment incentives. 

• Case studies of successful investment in Bulgaria pres e nted by 
European, US and other foreign companies. 


For registration and farther details contact: 
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Budget deficit error deals blow to Finns JJJJJ5? 


By Lionel Berber In Brussels 

Finland has had to revise 
upwards its 1996 budget defi- 
cit from 2L6 per cent to 3.1 
per cent of gross domestic 
product because of an unex- 
plained statistical error. 

The revision is an embar- 
rassment both for. the Hel- 
sinki government and for 
the European Commission, 
which earlier this year rec- 
ommended that Finland 
should come off a blacklist 
of countries running deficits 
above the Maastricht target 

Firebomb 
attacks 
follow 
Eta rally 

By Tom Bums in Madrid 
and Reuter 

Some 30 hooded attackers 
ftrebombed barricades and 
dashed with police in the 
Basque city of San Sebastian 
yesterday, boors after more 
than 20,000 people held a 
peaceful rally supporting 
Eta guerrillas. 

Uniformed Basque police, 
who had kept a low profile 
during the march earlier In 
the day, were deployed on to 
the streets and fired rubber 
bullets in the air to ward off 
the attackers, witnesses 
said. 

The clashes came shortly 
after the rally yesterday in 
support of the Eta terrorist 
group which had underlined 
the complex task facing 
Spanish authorities as they 
seek to end Basque violence 
by isolating radical nation- 
alists who back the gunmen. 

The rally tn San Sebas- 
tian's city centre was organ- 
ised by Herr! Batasuna, 
Eta’s political wing. The 
marchers called far Basque 
independence, cheered Eta 
and demanded the transfer 
of jailed terrorists to prisons 
in tiie Basque Country. 

The rally had been banned 
by the region’s moderate 
nationalist government a 
week earlier and was 
allowed to go ahead yester- 
day to test the strength of 
Eta's support. The murder 
two weeks ago of a town 
councillor kidnapped by the 
terrori s ts had sparked off 
big demonstrations and 
prompted moderate political 
parties to close ranks 
against Herrl Batasuna. 

Herri Batasuna's violence- 
prone youth wing, known as 
Jarrai, had remained off the 
streets In the wake of the 
anti-Eta demonstrations but 
it returned to the fray ahead 
of the San Sebastian march. 
There were reports of van- 
dalism in the area on Friday 
and Saturday and the local 
headquarters of the main- 
stream Basque Nationalist 
party was firebombed in the 
town of Elorrio. 

Mr Floras Aoiz, a Herri 
Batasuna member of the 
Basque parliament, told the 
rally attempts to isolate rad- 
ical nationalism were con- 
demned to failure and called 
on the Madrid government 
to make a ‘‘gesture" to ease 
peace talks with Eta. 

The Basque and the Mad- 
rid governments say there 
can be no dialogue with the 
terrorists until they main- 
tain a prolonged ceasefire 
and they reject on security 
grounds relocation of some 
500 imprisoned Eta mem- 
bers to jails in or near the 
Basque Country. 

Mr Julen Madariaga, who 
helped found Eta 30 years 
ago, and Mr Txema Mane- 
tro, who was a Herri Bata- 
suna Euro BSP in the 1980s, 
both called at the weekend 
on the radical party to sever 
its links with the gunmen. 
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Of 3 per cent a£ gross domes- 
tic product. 

Finland is still well on 
track to be among the 
founder members of eco- 
nomic and monetary union 
in 1SS9, but the slip-up high- 
lights the difficulties Euro- 
pean Union leaders face in 
obtaining reliable data when 
they decide next spring 
which countries have met 
the Emu entry criteria. 

Mr Sauli Nunisto, Finnish 
finance minister, said in an 
interview with the Financial 
Times that the government 


was still seeking a satisfac- 
tory explanation for the 
error. But he added: "At 
least we are being honest 
about the situation." 

EU leaders will select Emu 
members next May on the 
basis of recommendations 
from the European Commis- 
sion and the Frankfurt-based 
European Monetary Institute 
(Emi), forerunner of the 
European central bank. The 
Emu criteria cover Inflation 
and interest rates, exchange 
race stability, public deficits, 
and government debt 


The Emi and Commission 
recommendations next Feb- 
ruary will be based on the 
latest figures from the 15 
member states, as well as on 
their own assessment of 
prospects for 1995 and 
whether the "convergence” 
toward the criteria Is sus- 
tainable. 

Germany has successfully 
pressed for EU leaders to 
judge deficits according to 
the actual outturn for 1997 
rather than forecasts which 
could be subject to manipu- 
lation. It has also proclaimed 


its determination to achieve 
a pinpoint landing on 3.0 per 
cent for 1997, in contrast to 
France. In the Finnish case, 
however, the statistical mis- 
take only rany* to light last 
month. The margin of error 
- nearly half a per cent of 
Finnish GDP - stunned offi- 
cials in Brussels and Hel- 
sinki and could be subject to 
still further revision, 
upwards or downwards, 
according to Mr Nunisto. 

He stressed that the gov- 
ernment's official statistical 
agency operated indepen- 


dently from the government 
He offered no explanation 
for the size of the error other 
than saying that officials 
appeared to have overlooked 
the liabilities incurred by a 
public agency dealing with 
ft g yrin g loans amounting to 
0.1 per cent of GDP. 

Finland is deemed a model 
for those countries striving 
to meet the Emu targets. A 
series of tough budgets has 
steadily shrunk the general 
government deficit from 8 
per cent of GDP in 1993 to 
within a whisker of the 


Maastricht target “We will 
be well below 3.0 per cent in 
1997," said Mr Niinisto. 

Commission officials said 
last week that they did not 
expect fjtmf* ministers to 
reverse their earlie r ^deci sion 
to remove Finland from the 
deficit blacklist for 1996 to 
join the Netherlands, 
Ireland, Luxembourg and 
Denmark. 

“Even with the revision, 
Finland is still near enough 
to 3 per cent in 1996 to show 
a clear trend downwards," 
said one official. 


City's source of fresh produce risks disappearing beneath the rising waters 

Floods threaten Berlin’s back garden 


T hey call it Berlin's 
vegetable garden. A 
fertile area of more 
than 600 sq km which was 
reclaimed from bog and 
marshland in the mid- 1 8th 
century, the Oderbruch is 
home to some 20,000 people. 
24,000 cattle, more than 
10,000 pigs, nearly 4.000 
sheep and 400,000 ducks, 
hens and geese. Storks and 
Other Wild birds and anfannln 
also live there. 

Over the weekend, the 
region’s inhabitants, soldiers 
and relief helpers worked 
frenzied! y round the clock to 
prevent flood waters break- 
ing through the threatened 
dykes. They succeeded, even 
though the danger remains 
acute as the water level rises 
inexorably. 

The crisis team at Bad 
Frelenwalde, a small town at 
the upper edge of the Oder- 
bruch which is north of 
Frankfurt an der Oder, 
expects the water to keep 
rising towards seven metres 
and above. Yesterday, it 


reached nearly 6itm. 

If the fields and farms 
were mandated, this would 
be disastrous not just for the 
animals and their owners, 
but also for the fields of sun- 
flowers. maize, cauliflower, 
cucumbers, peas and other 
vegetables destined for the 
shops of Berlin, Dresden and 
elsewhere. 

Tobacco, introduced by 
Huguenots more than 200 
years ago, also used to be 
grown there; workers at 
Communist farming co-oper- 
atives supplemented their 
low wages with the crop. 
Today, as they struggle 
against hi gh unemployment 
seven years after unification, 
local people view the floods 
as a cruel extra burden. 

Even if the Oderbruch is 
saved, further evacuation 
would mean there would not 
be enough people to harvest 
the crops. 

Already, more than 2,000 
people have left the Oder- 
bruch - which flooded 
before in the winter of 1947, 
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killing at least 15 and 
swamping 56 villages - out 
of some -L500 living in criti- 
cal areas. 

Another 4,500 are in vil- 
lages regarded as being out 
of danger as these lie 
slightly higher. The remain- 
der are preparing to leave. 
Farmers have also been col- 
lecting their nnimain ready 


for evacuation. This will be 
done gradually to avoid clog- 
ging the roads. 

The agriculture ministry 
in Bonn said it was too early 
to give an estimate of the 
damage, since it was not 
known how the floods would 
develop. Some crops had 
been ruined through flood- 
ing south of Oderbruch, 


which lies next to the River 
Oder, forming part of the 
border with Poland. 

Mr Manfr ed Stolpe, prime 
minister of Brandenburg, 
said "the TnlTlennhim flood" 

would cause damage of well 
over DMiOOm ($55m) in the 
east German state. Unofficial 
estimates range above 
DMlbn. Costs could not be 
met out of the state's own 
finances and would require a 
special budget 

The federal government 
Hub already announced that 
DM20m will be available for 
immediate emergency assis- 
tance, with the Kreditanstalt 
fOr Wiederaufbau, the pub- 
licly owned development 
bank, ready to provide low- 
interest loans totalling up to 
DM200m for repairs and 
rebuilding. 

Mr Theo Waigel, the 
finance minister, said those 
suffering finanotei losses 
would be able to delay tax 
payments. If- the total dam- 
age were worse than expec- 
ted, the gover n ment would 


have to again about 

how much assistance was 
needed. 

Brandenburg state officials 
said the flooded area was not 
heavily industrialised - It 
was left relatively unscathed 
by Communist planners - so 
that damage would he 
mainly confined to forming, 
homes and small companies. 
Steel, paper and other manu- 
facturing facilities in EUsen- 
hattenstadt, Schwedt and 
Frankfint an der Oder were 
not regarded as being in dan- 
ger. 

Until the floods recede, 
local anxieties will thus be 
concentrated on the Oder- 
bruch. 

“Things look very, very 
black," said Mr Werner 
M Oiler, a gwuiw official in 
Brandenburg's interior min- 
istry, yesterday. His fear was 
that the dykes would not 
continue to hold and that 
nature would reverse two 
centuries of human effort 

Andrew Fisher 


Georgia talks 
lower risk of 
new fighting 


By Francos WBGams 
In Genova 

Three days of United 
Nations -sponsored * discus- 
sions between representa- 
tives of Georgia and the 
breakaway province of 
Abkhazia ended at the 
weekend with agreement on 
little more than to go on 
talking. 

Mr Liviu Bata, the UN’s 
special representative for 
Georgia, said that tbe meet- 
ing had nevertheless 
achieved its primary purpose 
which was to reduce the 
threat of renewed fighting 
when the present mandate of 
Russian peacekeeping troops 
expired later this week. 

The two sides have reaf- 
firmed their commitment 
not to use force against 
each other, and Mr Beta said 
he was hopeful that the Rus- 
sian peacekeepers would 
maintain their activities 
while a new mandate was 


Russia attended last 
week's meeting alongside 
representatives of the Organ- 
isation for Security and 
Co-operation in Europe and 
the so-called "Friends of 
Georgia" group - US, Rus- 
sia, France. Britain and Ger- 
many - which alms to assist 
the UN in resolving the con- 
flict. 

The 1300-strong Russian 
contingent has policed a 
buffer zone between 
Abkhazia and Georgia since 
1994. backing a UN team of 
136 military observers moni- 
toring tbe fragile peace. 
Abkhazia's rebellion in 
1992-93 cost 10,000 lives and 
caused 300,000 people to flee 
their homes. 


Most have been unable to 
return to the region because 
of violence and in timi dation. 

Georgia said before last 
week’s meeting that the 
peacekeeping force had to 
leave after July 31 unless its 
mandate was extended to a 
larger area of Abkhazia 
that would enable more refu- 
gees to return. Moscow 
refused, citing Abkhaz objec- 
tions. 

Mr Eduard Shevardnadze, 
Georgia's president recently 
visited Washington and UN 
headquarters in New York to 
press for the deployment of 
an international force to 
replace the Russians, but 
appears to have made little 
headway. 

The Geneva talks, 
attended by Mr Irakli Mena- 
garishvlli, Georgian foreign 
minister, and Mr Sergei 
Shamba, his Abkhaz coun- 
terpart, were the first under 
UN auspices for more than 
two years. 

Previous UN talks stalled 
over the refusal of the 
Abkhaz authorities to accept 
federation with Georgia, in 
spite of being offered a wide 
measure of autonomy. How- 
ever, UN and western offi- 
cials believe both sides now 
have an interest in a deal. 

Georgia’s nascent eco- 
nomic recovery, as well as 
plans to build a lucrative ofl 
pipeline across its territory, 
could be jeopardised by 
renewed violence. Once pros- 
perous Abkhazia, mean- 
while, is in a desperate eco- 
nomic situation and has 
foiled to garner any interna- 
tional support for its inde- 
pendence cause. 

Azerbaijan looks to US, 
Page 4 



Fire vehicles silhouetted on a burnt-out ridge above Marseilles yesterday. As northern Europe struggles with floods, the 
French region’s worst blazes in five years have charred mare than 3J>00ha of forest and scrubland since Friday. am <m 

Tough conditions drafted for BA link with American Airlines 

Brussels sets airline hurdle high 


By Emma Tucker in Brussels 
and Stefan Wagstyl in 
London 

The European Commission 
has drafted a tough list of 
conditions which British Air- 
ways and American Airlines 
must meet if they are to win 
clearance for their planned 
alliance. 

As well as demanding that 
they cede 350 take-off and 
landing slots at London's 
Heathrow airport, it also 
wants a reduction in the fre- 
quency of their flights on 
certain transatlantic routes. 

Details of the preliminary 
position have been sent to 
the UK Department of Trade 


and Industry and BA at the 
start of what is likely to be a 
long and tortuous negotia- 
tion between the two air- 
lines, the Commission and 
the British competition 
authorities. 

An official said he doubted 
whether Mr Karel Van Miert, 
the competition commis- 
sioner. could present his 
final position to the full 
Commission before October. 
Mr Robert Ayling, BA's chief 
executive, has threatened to 
pull out of the deal If 
approval is not given by 
November. 

His worry about the pro- 
posed alliance is the domi- 
nance it would give the two 


airlines on certain transat- 
lantic routes. “We don’t care 
if BA and AA increase the 
size of the planes they use 
on these routes so that they 
are carrying the same num- 
ber of people as before,” said 
an offldaL "Our real concern 
is the number of flight fre- 
quencies." 

The Commission has 
demanded that BA and AA 
halve the frequency of 
flights between Heathrow, 
Chicago. Miami, Boston and 
Philadel phia 

It also wants the flights 
from Heathrow and Man- 
chester to New York and Los 
Angeles cut by a quarter. 
The number to Baltimore, 


Seattle and Charlotte must 
be frozen for the next five 
years, and the two compa- 
nies must operate indepen- 
dently of one another on the 
London-DaDas route. 

The demands have raised 
eyebrows in other parts of 
the Commission - notably 
the transport directorate 
headed by Mr Neil Kinnock. 
But yesterday an official 
said the list represented a 
“maximalist" position. He 
pointed out that BA and AA 
would only have to cede 
slots and frequencies when a 
competitor demanded it. 

"We don’t want to penalise 
the consumer," he said. 
Business Travel, Page 10 


dumping 

duties 

By Nefl Buckley hi Brussels 

The European Union’s 
anti-dumping policy has 
again come under fire from 
businesses it is supposed to 
protect after member states 
voted to impose 38 per cent 
duties on imported Chinese 
leather handbags. 

Tfte decision late last week 
came a fortnight after the 
European Commission 
reopened an investigation 
into alleged dumping of 
unbleached cotton from sev- 
eral Asian countries. Includ- 
ing China and India- only 
months after minis ters voted 
not to impose duties. 

The cotton probe was 
reopened after EuroCoton, 
the EU producers’ lobby- 
issued a new complaint 
about dumping and after 
political pressure from 
France. Bat the move was 
attacked by EU cotton pro- 
cessors, clothes manufactur- 
ers and retailers, who say 
duties would destroy more 
jobs in those sectors than 
they save in cotton produc- 
tion. 

Friday's decision to 
impose definitive anti- 
dumping duties on leather 
handbags ha a provoked simi- 
lar criticism from EuroCom- 
merce, which represents EU 
retailers and wholesalers, 
and has been opposed consis- 
tently by groups such as the 
British Luggage and Leath- 
ergoods Association. 

They argue that the duties 
will damage manufacturers, 
importers, importer/manu- 
facturers and retailers, as 
well as bitting consumers. 

EuroCommerce adds that 
Chinese handbags have only 
a small share of the EU mar- 
ket and have not prevented 
Union producers raising pro- 
duction and exports. They 
also serve the low-quality 
end of the market, and do 
not pose a threat to the up- 
market, high-fashion Euro- 
pean industry. 

The UK’s largest handbag 
manufacturer, Littlestone & 
Goodwin, last month 
announced it was closing its 
manufacturing base with the 
loss of 54 jobs, because of the 
pending duties. The com- 
pany, which Imparts as well 
as manufactures, said duties 
would hit the most profitable 
part of its business - import- 
ing - forcing it to take 
action cm the least profit- 
able, manufacturing. 

Opponents of the duties 
argue that Cedlm, the Euro- 
pean Committee for the 
| Leathergoods industry, 
which made the original 
oomplaint to Brussels about 
dumping, represents only a 
minority of handbag makers. 
But Cedim claims it speaks 
for the Industry and that its 
members are damaged by 
below-cost Chinese imports. 

The case highlights the 
difficulties faced by Brussels 
in assessing the potential 
impact anti-dumping duties 
will have on the broadest 
range of EU interests - 
something which its own 
guidelines now say it should 
do. 

Ihe Commission imposed 
provisional, or temporary, 
duties of 38 per cent on Chi- 
nese handbags in February 

after Cedim’s complaint EU 
states must either confirm 
such duties after six months, 
and render them definitive, 
or vote to remove them. 

Only 10 out of 15 member 
states' representatives voted 
for the duties on Friday, 
accepting a compromise that 
the provisional duties in 
force since February would 
not be collected. There 
would also be a review of 
individual treatment granted 
to certain importers who 
could prove that Chinese 
companies they bought from 
were independent of the Chi- 
nese state. 


Swiss ‘big three’ put up $15m to head off lawsuit 
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T his week the bosses of 
Switzerland's “big 
three" banks should 
learn whether one of the 
most unusual joint invest- 
ments in the history of Swiss 
hanking has paid off. On 
Thursday, Judge Edward 
Korman, a US federal judge 
in New York, will decide 
whether to hear a multi- 
billion dollar class action 
against them by survivors of 
the Holocaust 
The three Swiss banks - 
Credit Suisse. Swiss Bank 
Corporation and Union Bank 
of Switzerland - are believed 
to be spending an estimated 
SFr23m ($l5m) to head off a 
lawsuit which could theoret- 
ically bankrupt them. And 
even if they survive finan- 
cially, a high-profile court 
case in the US could do 
untold harm to their image 


US judge rules this week whether to hear class action by Holocaust survivors 
with potential to bankrupt Switzerland’s largest banks, writes William Hall 


and reputation at a time 
when their future livelihood 
depends on the expansion of 
their international business- 

Last week, they took the 
unprecedented step of pub- 
lishing a list of names of for- 
eign owners of dormant 
Swiss bank accounts in 
newspapers in 28 countries 
and also on the internet 
(http://www.dormantac- 
counts.cb)- This will be fol- 
lowed by the publication in 
October of more than 20.000 
names of dormant Swiss 
bank accounts dating back 
to the second world war. 

Last week’s list showed 
that the Swiss banks do not 
have much to be proud 


about. Not only was tbe sum 
of money found more than 
50 per cent bigger than the 
banks’ own figure of less 
than 18 months ago, and 
more than six times the 

amount first disclosed in 
1962, but the list Included 
accounts apparently belong- 
ing to some well known Nazi 
criminals and tbe late 
mother of the current US 
ambassador to Switzerland. 

Nevertheless, the publica- 
tion of the list of names is an 
essential element in the 
Swiss hanks’ efforts to con- 
vince the US judge that they 
are taking steps to address 
the complaints raised by the 
US class actions. They have 


hired Mr Paul Volbker, the 
fanner rhairamn of the US 
Federal Reserve, to oversee 
the most wide-ranging inves- 
tigation of any country’s 
banking system in an effort 
to find out how much money 

is Still hldripn. 

They have also agreed to 
abandon their own efforts to 
settle the claims of Holo- 
caust survivors and hand 
the matter over to an inter- 
national tribunal which will 
be supervised by Mr Volcker. 
The aim is to settle all 
claims wi thin the next 12 
months. 

The final element in the 
banks’ ftawipai gn to get the 
US class action dropped is 


the special fluid for needy 
victims of the Holocaust 
which was set up with an 
initial contribution of 
SFnoOm from the Swiss 
basks. It made its first pay- 
out three weeks ago. 

The banks are gambling 
that these initiatives will be 
enough to persuade the 
judge to refuse to hear the 
class actions. They argue 
that the law suits are 
“wastefnlly duplicative of co- 
operative efforts under way 
to resolve Holocaust victims’ 
claims". Mr Volcker appears 
to have thrown bis weight 
b ehind the banks* case. In a 
letter to the US court, which 
was reported in Saturday’s 


New York Times. Mr 
Volcker said that the rlaas 
actions could have a 
"strongly adverse impact" 
on his inquiries "potentially 
to the point of ineffective- 
ness". 

However, the Swiss hantta 
face a tough opponent in Mr 
Michael Hausfeld, the US 
lawyer leading the class 
action. Mr Hausfeld argues 
that there is far more at 
stake than the size of tbe 
dormant accounts still left in 
the Swiss banks. For Mr 
Hausfeld and others it is a 
question of bow much the 
Swiss banks profited from 
their wartime dealings with 
the Nazis. On his calcula- 


tions. some 85 per cent of the 
$L2bn wealth of Europe’s 
Jews on the eve of the war 
was laundered through 
Swiss banks. 

Mr Volcker-s investigation 
into dormant Swiss bank 
accounts is just “one small 
part of the offences that the 
Swiss banks are charged 
with . says Mr Hausfeld. He 
fa much more interested in 
the question of looted assets 
in Swiss banks which is 
largely outside the remit of 
the Volcker investigation. 

If the US court agrees to 
bear the case, then he 
beliCTes that it could come 
to trial within a year. 

If that happens, the 
SFi23m that the Swiss banter 
are believed to have paid out 
to underwrite their current 
campaign will look like 
small change. 
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China ‘in strong position’ on yuai 



By Tony Walker in Beijing 

China is in a strong position 
to resist speculation against 
its currency, unlike other 
Asian economies which have 
been hit by slower growth, 
declining exports and persis- 
tent current account deficits, 
according to Chinese offi- 
cials. 

The official China. Daily 
Business Weekly, quoting 
officials of the State A dmin , 
istratlon of Exchange Con- 
trol, said China could build 
on its foreign exchange 
reserves and inflow of 
investment capital to “hedge 
against the kind of currency 
upheaval that hit south-east 
Asia recently”. 


The paper noted “large 
amounts” of foreign capital 
had flowed into China, but 
most was long-term direct 
investment and could not be 
withdrawn suddenly. 

China hosted a meeting in 
Shanghai last week of Asian 
central bankers, who vowed 
to deepen co-ordination to 
protect regional currencies 
from speculation. 

A representative in Beijing 
of an international lending 
institution Mid China was in 
a “good position" to avoid 
fallout from the currency 
instability in the Aslan 
region. The [act China had 
not moved to full capital 
account convertibility made 
It almost impossible for spec- 


ulators to attack the cur- 
rency - the yuan, or ren- 
minbi - adding: “This is not 
a market for speculators." 

Chinese officials were 
quoted by China Daily as 
saying the composition of 
the country’s foreign debt 
acted as a further check 
against speculative pres- 
sures: most of the debt was 
medium and long-term. 

China's foreign exchange 
reserves stand at about 
$120bn and are expected to 
S13Sbn by the end of 
the year. In the first six 
months China registered a 
trade surplus of $17.7bn com- 
pared with about $12bn for 
the whole of 1996. 

China Daily said “strict 


controls" over inflow and 
outflow of capital was a fur- 
ther check against specula- 
tion, saying it was impossi- 
ble for a large amount of 
funds to flow out of China to 
trigger a financial crisis and 
currency devaluation. 

■ Dr Mahathir Mohamad. 
Malaysia's prime minister, 
suggested yesterday that 
destabilising a country’s cur- 
rency through speculation 
should be regarded as a 
crime, writes James Kynge 
in Koala Lumpur. 

His comments came after 
he blamed Mr George Soros, 
the US financier, for 
the recent depreciation of 
south-east Asian currencies. 

“We have worked 30 to 40 


years to develop our coun- 
tries to this level but along 
comes a man with a few bil- 
lion dollars, and m a period 
of a two weeks has undone 
most of the work we have 
done,” Dr Mahathir said. 

Malaysia's foreign cur- 
rency reserves fen M$8.8bn 
(US$3.3bn) during a 15-day 
battle with speculators 
recently. The ri n gg i t, Malay- 
sia's currency, bas fallen sig- 
nificantly, driving short- 
term interest rates higher 
and the stock market lows'. 

Dr Mahathir said Mr Soros 
had attacked currencies of 
Asean nations because he 
wanted to punish them for 
admitting Burma, criticised 
for its human rights record. 


Thais turn to 
former PM 
over economy 


By William Barnes 
in Bangkok 

A group of prominent Thai 
businessmen have urged the 
country's respected elder 
statesman. General Prem 
Tinsulanonda, to press for 
greater action to resolve the 
country’s economic crisis. 

The entrepreneurs - 
including the chair men of 
two steel companies and a 
petrochemicals group - 
warned over the weekend 
that many people were los- 
ing faith in the govern- 
ment’s ability to tackle a 
spreading malaise. 

The prime minister. Mr 
Chavalit Yongchaiyudh. who 
subsequently met Gen Prem 
to try to deflect such wor- 
ries, also came under more 
pressure to approach the 
International Monetary 
Fund for a loan. A former 
finance minis ter, Mr Vira- 
bongsa Ramangkura. said 
only a fully fledged IMF pro- 
gramme could save the econ- 
omy. 

The government has so far 
shied away from accepting 
the tough terms - including 
budget cuts and tax rises - 
that an IMF loan would 
entail. But many financiers 


have said an IMF rescue 
may be the only way to 
revive confidence. 

The Fund’s deputy manag- 
ing director, Mr Stanley 
Fischer, warned a week ago 
that Thailand urgently 
needed a “clear and com- 
plete package of measures". 

Last week’s promise from 
Mr Thanong Bidayas, the 
finance minister, to present 
a “comprehensive economic 
package" to cabinet on July 
5 has been treated with some 
scepticism in Bangkok. 

Gen Prem, premier for 
most of the 1980s when the 
foundation of a decade-long 
boom was laid, was once Mr 
Chavalit’s military boss and 
retains, as a privy council- 
lor, the ear of the revered 
King Bhumibol Adulyadej. 

The Thai military have 
launched 17 coups and coup 
attempts in the last 60 years 
but a spokesman denied any 
such action: Gen Prem has 
been a clear opponent of mil- 
itary intervention. 

The 20 per cent drop in the 
baht's value since its flota- 
tion on July 2. combined 
with rising interest rates, 
has hit companies struggling 
with a bad debt crisis and a 
slowing economy. 


US and Beijing work 
on summit accords 


By Janies Kynge and Ted 
Bardacke m Kuala Lwnpu- 

The US-Chlna summit 
planned for October could be 
the most important encoun- 
ter between the two coun- 
tries for a decade, says a 
senior Chinese official. 

Although Mr Jiang Zemin. 
China's president, and Mr 
Bill Clinton, the US presi- 
dent, have held talks previ- 
ously. their meeting would 
be the first formal Sino-US 
summit of the Clinton presi- 
dency. 

. Both sides want to ensure 
that the bilateral talks - ten- 
tatively scheduled for Octo- 
ber 28 in Washington - yield 
substantive results on trade 
and security matters and 
rise above pageantry. 

Mr Qian Qichen, China's 
foreign minister, said the 
two sides had made progress 
at the weekend on resolving 
barriers to signing an accord 
in October which would let 
US companies sell nuclear 
energy equipment to China. 

The pact, called the Peace- 
ful Nuclear Co-operation 
agreement, was negotiated a 
decade ago but suspended. 

The main stumbling block 
to its implementation has 
been US insistence that 
China adhere to an effective 
and sufficiently transparent 


system of arms export con- 
trol. 

Mr Nicholas Burns, 
spokesman for the US State 
Department, said that Bei- 
jing had indicated it would 
establish a “new series of 
measures that would build 
up export controls". 

A senior Chinese official 
said that the two sides were 
working intensively to 


The Chinese foreign minis- 
ter also said that Beijing was 
ready for a dialogue on 
human rights as long as it 
was not confrontational and 
was conducted on the basis 
of “respect and equality”. 
Sucb human rights ques- 
tions could be discussed by 
US and Chinese non-govern- 
mental groups, Mr Qian said. 

The question of Taiwan 


The two sides have made progress 
on allowing China to buy nuclear 
energy equipment from the US 


ensure that a number of 
agreements could be con- 
cluded at the summit 

Progress on the issue came 
after a series of meetings 
between Mr Qian and Mrs 
Madeleine Albright the US 
secretary of state, on the 
fringes of a meeting of the 
Association of South-East 
Asian Nations (Asean 1. 

Mr Qian appealed to the 
US to show more “pragma- 
tism and flexibility" over 
Beijing's a dmis sion to the 
World Trade Organisation, 
adding that Beijing had 
made big efforts to meet the 
criteria that Washington and 
others have laid down for 
entry into the body. 


was likely to be a topic at 
the s ummi t, said a senior 
nhinesp official, bat it was 
unlikely that Beijing would 
press for the signing of a 
fourth Sino-US communique 
on relations with Taiwan. He 
said it was important that 
Washington showed its sin- 
cerity not by words but by 
actions. 

Relations soured in 1995 
after the US granted a visa 
to Mr Lee Teng-hui. 
Taiwan's president, to visit 
his alma mater, Cornell Uni- 
versity. China, which 
regards Taiwan as one of its 
provinces, objects to any 
official recognition of 
Taiwan. 


ai’s" market 


ambitions take shape 
O 


ver the last seven years, the 
run-down Pujiang Hotel at the end of 
Shanghai's colonial wat e rfr ont has 
played host to two classes of customer back- 
packers and stockbrokers. 

Upstairs, budget travellers cram into some 
of the cheapest moans in central S hangh ai, 
while the once-Grand Ballroom on the 
ground floor has been the temporary home 
of the Shanghai Securities Exchange since it 
opened in 1990. But next month brokers start 
moving out and Into altogether higher class 
accommodation: the new Shanghai stock 
Exchange building, built at an estimated 
cost of $25Qm, will be the largest trading 
floor in Asia and a monument to Shanghai's 
ambitions to become the region’s pre- 
eminent financial centre. 

Emblematic of Shanghai's rediscovered 
relish for the stock markets, the high arch of 
bine glass walls, criss-crossed by a silvery- 
white aluminium frame, is designed to echo 
the Arc de Tri omph e in Paris. The building 
Is designed by WZMH architects from Can- 
ada and as Mr David Lam, chief representa- 
tive in Shanghai, explained: “They wanted a 
landmark.” 

No gypsum* has been spared on the inte- 
rior The trading screens were brought in 
from Japan, the sleek wood paimelUng for 
the 1,600 trading booths were shipped from 
Italy the acoustic ceiling undulating 
over the 3JJ00 sq metre main trading floor 
was imported from Germany. 

But the physical construction of a state-of- 
theart exchange may prove the easy part of 
h anding a world class stock market in main- 
land China. The regulatory foundations of 
an efficient , transparent and international 
market are not yet hi place - China lacks a 
fully conver ti ble currency, a securities law, 
a modem corporate ownership structure and 
market confidence. Shanghai can furnish. 
China with the hardware to house a modem 
exchange, but it remains up to the political 
leadership in Beijing to develop the software 
of a modern securities industry. 

Daily trading volume on Shanghai's fledg- 
ling market averages a modest Jlbn. In 
Shenzhen, the other mainland market that 
neighbours Hong Kang and rivals Shanghai 
turnover levels are only slightly hlgier. Cap- 
italisation of the mainland China stock mar- 
kets this year is expected to reach. roughly 
YnL400hn ($i68bn), roughly half the size of 
Hnng Kong and sirriflar to Singapore. 

T he bulk of China's mainland markets are 
A shares - denominated in local currency 
and reserved exclusively for mainland Chi- 
nese buyers - while B shares, which are 
bought and sold in foreign currency and, in 
theory, available only to foreigners, account 
for less than 5 per cent of the market. The 
total B share market capitalisation is just 
over $5bn, around the same size as the stock 
market in Sri T-anka To make Shang hai a 
viable proposition to international investors, 
the first hurdle is foil currency convertibil- 
ity. which economists generally forecast as 
happening in five years or more. 



Shanghai’s new Stock Exchange building 


In theory, capital account convertibility 
will precipitate a merger of the A and B 
share markets, multiplying the investment 
opportunities for foreigners in a single step. 

Reform of the share structure of Chinese 
companies is seen as an equally important 
b uilding block for the equities markets. 

M ost listed companies remain state 
controlled, with shares registered 
in different categories - legal per- 
son shares, state shares, staff shares, indi- 
vidual shares - giving the holder varying, 
and often unclear, legal and economic rights. 

Investors in Shanghai hope to see some 
clarification on the issue of ownership when 
Beijing finally ratifies a national securities 
law. The delay to the legislation has been 
symptomatic of the central government's 
ambiguous attitude to the equities markets. 
On the one hand, the exchanges are pillars 
of the socialist market economy, raising 
mnpVi needed capital to fund China’s invest- 
ment-driven economic development On the 
other, the Beijing leadership remains wary 
of forces it cannot control, fearing specula- 
tive markets could collapse. 

Regulators have intervened in the market 
barring state-owned enterprises and then 
state from operating in the market. 

After a price-rigging scandal in the bond 
futures market in 1995, Beijing dosed down 
the financial futures industry altogether. 

In the meantime, the Shanghai Stock 
Exchange is looking to build confidence in a 
gm w ring market Mr Zhan Jinglun, on-site 
manflg pr of the project confesses: “This is a 
symbol. Trading floors these days do not 
need to be so big, as trading can be done 
electronically. In fact it can be done from 
home. But we wanted crowds, the atmo- 
sphere of the market, to draw people in." 

James Harding 


Nod from IMF 
caps Sharif s 
economic drive 


By Fortran Bokhari 
in Islamabad 

Pakistan's prime minister, 
Mr Nawaz Sharif, continues 
to forge ahead with plans for 
solving his country’s eco- 
nomic problems. 

His success last week in 
virtually securing SL6bn in 
loans from the International 
Monetary Fund - to be for- 
mally sanctioned in Septem- 
ber - follows a raft of bold 
reforms. These include cuts 
in import tariffs, in income 
lax rates and in interest 
rates, which were further 
lowered at the weekend. 

“It is quite satisfying to 
note that the IMF sees this 
government as a friendly 
government.'’ Mr Sharif said. 

The IMF loan is the bey to 
salvaging Pakistan's grow- 
ing external indebtedness, 
which at $39bn had earlier 
prompted some analysts to 
speculate it might default as 
early as next year on its for- 
eign debt obligations. 

Pakistan’s relations with 
the IMF have not always 
been warm. Four Fund pro- 
grammes have collapsed in 
the past five years, mainly 
because of Pakistan’s failure 
to improve official revenues 
and narrow its fiscal deficit 

The Fund's endorsement, 
revealed publicly by Mr Paul 
Chabrier, director of the 
IMF's Middle Eastern depart- 
ment, added momentum to 
the Karachi stock market's 
KSE-100 index, which ended 
last week 10 per cent higher. 

The signs of investor activ- 
ity on the stock market fal- 
low a downturn in economic 
activity in the last financial 
year, which runs from July 
to June. Large-scale manu- 
facturing contracted during 
that time by 1.4 per cent, 
while agriculture, which 
accounts for a quarter of 
gross domestic product, 
grew Just 0.7 per cent, com- 
pared with 5.3 per cent in 
the previous 12 months. 

Mr Sharif s response to 
what many regard as Pakis- 
tan’s worst economic crisis 
bas been a strategy based on 
new investment incentives 
and lower personal and cor- 
porate taxes to boost growth. 

Mr Sharif hopes to deal 
with tax evasion. But few 
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believe be will crack this nut 
in a country where only 
about lm from a population 
of 140m pay taxes. 

“In the long run it's the 
ability of the government to 
collect tax revenues and to 
generate income through 
increased exports" which 
matters, says Mr All Jameel, 
bead of corporate finance at 
Karachi's Jehangir Siddlqui 
brokerage. “Given the state 
of the economy, that is very 
doubtful” in the short term. 

Incentives for export- 
oriented industries, 
announced this month, are 
the government’s response 
to a widening trade deficit of 
$3.37bn last year. A 80 per 
cent wheat price rise for 
formers is aimed at reviving 
growth In agriculture. 

Aside from stock market 
reaction, the Immediate ben- 
efit from the expected IMF 
agreement would be an 
improved international busi- 
ness outlook for Pakistan, 
Senior officials say Pakis- 
tan will begin preparations 
for seeking reappraisal of its 
credit rating by Moody’s and 
Standard & Poor’s, the inter- 
national credit rating agen- 
cies, Moody’s downgraded 
Pakistan’s foreign currency 
debt rating two years ago. 

Critics claim Mr Sharif s 
strategy is risky. With much 
tax evasion and corruption, 
many are convinced lower 
tax rates alone will not 
improve government reve- 
nues. Mr Sharifs "pro-busi- 
ness” stance has been critic- 
ised, too, for neglecting 
punitive action such as 
tough prosecution and jail 
sentences for tax evaders. 
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APVRT. 

HUNGARIAN PRIVATIZATION 
AND STATE HOLDING COMPANY 


The sale of state owned company interests in accordance with the conditions stipu- 
lated in the present invitation to bid pursuant to Law XXXIX of 1995 on the Sale of 
State Owned Company Assets (hereinafter referred to as “the Law"). 

1 . The Hungarian Privatization and State Holding Company (hereinafter referred to 
as "the Caller* or 'APV Re.*) is announcing a single round open tender for the pur- 
chase of the state owned shares of DAM Didsgydr Rt. (hereinafter referred to as the 
Company*), whose head offices are located at 5540 Miskolc, Vasgyiri ut 43. and 
whose company registration number is Cg 05-10000229, and for the purchase of the 
claim of Apv Rt. against the company amounting to -HUF 2,800 mflUon, and for 
increasing the Company’s subscribed share capital by a minimum of HUF 3,000 milBoa. 

The Company's subscribed share capital is HUF 1 1,666,650,000. 

The Company's shareholder’s equity Js HUF 11^07,978,000- 
The Company's shareholders 

Series A : APV Rt, HUF 9.1 17,850.000 78.15% voting common shares 
Series B: APV Rl, HUF 63,888,000 0.55% non-voting pr efe r r ed shares 
Series B: National Health Care Fund (OEP), HUF -106,800,000 3.49% non-voting 
pref er red shares 

Series B: NYUFIG. HUF 539.250,000 4.62% non-voting pr e fer red shares 
Series B: Customs and Excise Board (VpOP), HUF 466,062,000 3.99% nan-voting 
p ref erred shares 

Series B: Office of Taxation and Financial Audit (APEH), HUF 1,072^00,000 9.2% 
□oo voting preferred shares 

Bids can be submitted for a share package that constitutes 68.15% of the subscribed 
share capital, has a nominal value of HUF 7,951,185,000, and represents 87-2I%of the 
voting rights in the Company’s general meeting. 

2. After bidding has be e n dosed, APV Rl. will, in accordance with the Law, offer to 
the Company’s employees a share package that repre s ents 10% of the subscribed 
share capital, has a nominal value of HUF 1,166,665,000 (that is one billion one hun- 
dred and sixty-six million six hundred and sixty-five thousand forints), and represents 
12.79% of the vodng rights in the Company’s general meeting. In accordance with the 
provisions of Article 56 of Law XXXIX of 1995. the Company’s employees wfll be enti- 
tled to an employee discount of up to 50% of the share price that is specified In the 
accepted bid, and they wifl be able to take advantage of this opportunity within sixty 
days of the day on which this offer is announced. 

3. Bids must be in Hungarian and in five counterparts. They must be submitted in a 
sealed unmarked envelope at the address indicated below. Foreign bidders are enti- 
tled to submit their bids in English as well as in Hun&ulan, in which case, however, 
the Hungarian counterpart will prevail. 

4. Bids must be submitted in person or by proxy and to the presence of a notary pub- 
lic. Bids must be submitted at the time specified below. Proxies must prove the legit- 
imacy and degree of their authorization with notarized documents or private docu- 
ments with full probative force. The notary public will inspect authorization. 

The following text must appear on the envelope. 

JPALYAZAT DAM RL" 

5. Bidders must mark the original counterpart "EREDETT [Original], Should a balder 
foil to do so, the Caller wifl choose one of the counterparts to save thereafter as the 
original counterpart. If there is any difference between the counterparts, the contents 
of the counterpart that is so marked will prevail. 

6. Bids must be submitted on 

August 27, 1997 between 12.-00 noon and 2=00 pan. 


Bids arc to be submitted at 

AUmriF rlrotiridfe ha VagyonkezelS RL 

Official Horan 

1133 Budapest 

fjjpesti rafcpart 31-33- 

Elghth Floor, Boom 806 

7. The financial and other conditions of bir kflny and the method and trh^iU nf piymml- 

100% of the price of the shares and (he receivables is to be paid in cash. 

The ca lle r will only accept cash bids for a capital Increase that can be Implemented 
within thirty days of signing the cxmtract- 

Fordgn bidders are only entitled to make their bids to foreign currencies that the 
National Bank of Hungary accepts as convertible. The Caller will consider foreign cur- 
rencies at the National Bank of Hungary's officially announced middle rare effective at 
the time teds are submitted. 

The detailed invitation to bid contains the other conditions and requirements of sale. 

8. A commitment to the bid for 120 (one hundred and twenty) days from the time 
the bids arc submitted is a condition for bidding. 

9. In order to prove the intent to purchase, traders must, before the bid submission 

de ad l i ne , remit or transfer HUF 100,000,000 to the account at MKB Rt APV Rt 
opened for receiving earnest money. This account is indicated In the detailed invita- 
tion to bid. The Caller win handle this money in accordance with the regulations gov- 
erning earnest money. 

10. After the evaluation, the final decision will be made by the Caller. The Caller 
retains tbe right to declare the tender unsuccessful 

11. The information brochure prepared by the Company, which contains economic 
in forma tion that is Important in terms of bidding, and the detailed invitation to ted 
constitute inalienable ports of the present invitation to bid. Purchase of the detailed 
bidding material, which includes the detailed invitation to bid, for HUF 100, 000+ VAT 
is a prerequisite for making teds. A confidentiality statement must be signed in order 
to purchase the detailed bidding material. Bidders (to consortiums, one of the mem- 
bers) must purchase the tedding material directly from the Gdler in person or by 
proxy. The Caller will issue a voucher as proof of purchase. 

Proxies are obliged to prove tbe legitimacy ^ extern of their authority with noc 
tired documents Or private documents with foil probative force, -me Customer 
Service wiH check authorizations, 

12. Information about the Company can be obtained from 
below race die invitation to bid bas been announced. 

Istvan saafcna and Dr. , 

DAMDkjsgybr, 

3540 
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NEWS: INTERNATIONAL 


Kenyan president is under pressure to act over graft or risk losing $220m IMF funds [ international n ews digest 


Israeli homes 


Moi weighs tough 
corruption probe 


By Wchaei Holman and 
**chda Wrong In Nairobi 

President Daniel arap Moi 
has to decide this week 
whether to establish an inde- 
pendent anti-corruption 
authority to investigate top 
government nffiriaic or face 
the collapse of Kenya’s Inter- 
national Monetary Fund 
loans. 

Officials in Nairobi said 
the proposed authority, set 
out In a parliamentary bill 
being drawn up by Mr Amos 
Wako, Kenya’s attorney gen- 
eral, and now awaiting Mr 
Moi's backing, would be 
Africa's toughest anti-graft 
body. 

The proposal will be seen 
as a response to an unprece- 
dented call from the IMF last 
week for the government to 
demonstrate by the end of 
this month that it will take 
tougher action against cor- 
ruption. 

But IMF officials are 
understood to have made 
dear to the Kenyan govern- 
ment that failure to address 
concerns about the alloca- 
tion of two controversial 


power contracts and the 
overall managpmpnt of the 
energy sector, as well as con- 
tinuing corruption in the 
customs department could 
still prompt suspension of 
the IMF’s jaarfrn loan. 

The anti-corruption 
authority's director would 
have the status of a high- 
court Judge, with security of 
tenure. His selection would 
not be in the president’s gift 
and the authority would 
have the power to bring both 
criminal prosecutions and 
civil suits, as well as take 
action to recover missing 
state funds. 

This opens the way for the 
authority to prosecute cabi- 
net ministers and officials 
suspected of complicity in 
Kenya's biggest financial 
scandal, the Goldenberg 
affair. 

The scam, which involved 
the abuse of the govern- 
ment's export incentive 
scheme by a company deal- 
ing in fictitious gold and dia- 
monds, cost Kenya an esti- 
mated $400m in public funds 
in the early 1990s. Western 
donors and IMF officials 


have long suspected that a 
senior government minister 
was implicated in the Gol- 
denberg affair. They say he 
would be a prime target of 
investigation far an anti-cor- 
rupticra authority. 

Mr Moi will have to weigh 
the benefits of retaining 
Kenya’s loan programme, 
usually a condition for 
access to donor funds, 
against the consequences of 
an investigation which could 
expose the extent of corrup- 
tion in government and the 
r uling Kanu party in the 
run-up to this year’s elec- 
tions. 

Officials in Nairobi said 
the anti-corruption authority 
would have the power to 
order police investigations 
as far back into the past as 
deemed necessary. Its chief 
executive and senior staff 
would be nominated by an 
independent committee, 
which would present its 
choice for presidential 
approval 

IMF officials have wel- 
comed the proposal but 
stress it must be a Kenyan 
initiative. It is thought, how- 



Protesters at a Mombasa rally yesterday chase away government-backed rivals 


ever, that the Fond, the 
World Bank and leading 
donors would be prepared to 
provide advice cm setting up 
the authority. 

Kenya's IMF loan is cur- 
rently hanging in the bal- 
ance after a fund mission to 
Nairobi told the board in 
Washington that govern- 
ment progress in cleaning up 
corruption was falling short 
of expectations. The Fund 
gave Nairobi until July 31 to 
take “strong steps". 

Mr Moi is having to cope 
with resistance from some of 
his senior ministers and 


closest advisers whose 
alleged involvement in the 
Goldenberg affair and other 
financial scandals is likely to 
come under scrutiny. But 
advocates of clean govern- 
ment have been making 
dear to Mr Moi the serious 
consequences of a break 
with the IMF. 

The government's recent 
crackdown on demonstrators 
calling for constitutional 
reform h« already shaken 
th<» Kenyan shilling- anH ana- 
lysts say IMF suspension 
would trigger renewed capi- 
tal flight and dampen for- 


eign investor interest 

The authorities’ last-min- 
ute decision to issue pro- 
reform campaigners a 
licence for a weekend rally 
in the port of Mombasa was 
a measure of government 
concern at the level of anger 
in donor ranks over its per- 
ceived tardiness in levelling 
the electoral playing field. 

The granting of the licence 
allowed Saturday’s meeting 
to take place peacefully, 
avoiding a repeat of clashes 
between police and protest- 
ers which wiled at least nine 
people on July 7. 


Azerbaijan looks to US to end sanctions 


By Chartes Clover in Moscow 

Azerbaijan's president, Mr Haidar 
Aliev, arrives today in Washington 
for a week of meetings, including 
talks on Friday with President Bill 
Clinton, which may spell the end of 
US sanctions against the republic. 

Mr Aliev will be the second ruler 
from the Caucasus to receive 
red-carpet treatment from the US 
this month, as the region becomes 
a linchpin in the US strategy to 
control Caspian Sea oil reserves. 
Mr Eduard Shevardnadze, the 
Georgian president, also met Mr 
Clinton two weeks ago. 


The US has decided not to oppose 
construction of a $1.6bn pipeline 
that would carry natural gas from 
central Asia across Iran, an 
administration offical said 
yesterday, Gerard Baker reports 
from Washington. The decision 

For 10 years. Azerbaijan has 
been fi ghtin g with Armenia over 
the Nagorao Karabakh enclave. 
But US efforts to mediate have 
been hindered by a ban on aid to 
Azerbaijan imposed by the US Con- 
gress. Congressional leaders have 
cited human rights concerns as the 


marks the first time since the 
Islamic revolution in 1979 that 
Iran has been permitted to take 
part in a big international energy 
project 

The National Security Council 
said the project did not break the 

reason for the ban, though Azerbai- 
jani officials blame it on a powerful 
Armenian lobby in Washington. 

Congress is considering legisla- 
tion which would lift the ban and 
observers say that Mr Clinton’s 
support will be essential 

Mr Aliev’s visit comes amid a 


1996 Iran-Libya Sanctions Act The 
law forbids US or foreign 
companies from investing more 
than $40m in Iran's oil and natural 
gas sector but does not address the 
case of pipelines carrying other 
countries’ oil and gas across Iran. 

flurry of US diplomatic activity 
involving the Caucasus and central 
Asia. The overall US objective, 
according to some diplomats, is to 
ensure that the Caspian Sea’s oil Is 
exported by routes which avoid 
Russia, thereby undermining Rus- 
sian hegemony over the region. 


Azerbaijan not only possesses 
vast oil reserves but is being con- 
sidered for a pipeline route which 
would carry Caspian oil from the 
central Asian states to the Geor- 
gian port Of Batumi 
Until recently, this route was 
just one permutation being consid- 
ered for such pipelines but several 
factors have made the Azerbaijan- 
Georgia route attractive. One is 
that China has declared its inten- 
tion to build a pipeline across Kaz- 
akhstan to import oil from that 
country, making us officials anx- 
ious about the possibility of grow- 
ing Chinese influence. 


The Korea Asia Fund Limited 

(Incorporated In tie Cayman Islands as an axemptad company vrifr Rmfted febRy. registered number 3687D4) 

Notice to the holders of 

International Depositary Receipts (“IDRs”) 

. . issued by 

Chase Manhattan Bank Luxembourg SJV. 

in respect of shares of U.S. $0.01 in 

The Korea Asia Fund Limited 

Thte Notice is given pursuant to Conditions 10(A) and 27(A) of the Conditions endorsed on the IDRs issued 
pursuant to the Dopes* Agreement dated 10th April. 1991 between The Korea Asia Fund United (the Xompany") 
and Chase Manhattan Bank Luxembourg SA. (the ‘□epastaiy'). as amended by supplemental agre em ents 
dated 29th July. 1994 and 4(h June. 1906 and made between the Company and the DepoeOary. 

Thta Notice.consttules formal notice to holdere of IDRs issued by the Depositary In reaped of shares in the 
Company that a circular doted 16th July. 1997 (the XJrcular'7 has bean sent to shareholders of the Company, 
containing ctetaBs of proposal s for a capttaHsaUonlreue and amendment to the Company's articles of — Bo ein Hon. 
an announcement of the termination of the feting of the Company’s shares in Hang Kong and a notice of 
axtraonSnary general meeting. 

1. Background 

The Dlrectore at the Company (the *Boanf) have canted out a rmdew of foe means by which tha marfceiabilty 
ofttie Company's shares mtyrt be Improved. £ven the prevalfing level of the Company's share pilce and ttw 
amountB required to fund purchases of the Company’s shares. The Board has been particularly conscious of 
the tact that a large majority of the Company's shares are at present held In the form of int e rn a tional depositary 
raoetftB PDfts"), each representing 500 shares. In order to Increase the IkjradBy at the market for the 
Company's shares and IDRs and perhaps to make Investment In the Company attractive to a wider range of 
investors, the Board is now proposing a capitafeatfon issue of tour new shares lor each share held at the dose 
of business on 18th August. 1997. 

The Board Is also prop os in g to amend the Company’s articles of association, so as to Increase the flexfclfltyat. 
the quorum requirements for general meeting s of the Company's shareholders. At present, the quorum 
requirement for such m ootings (other than annual general meetings at which only onflnary business is 
transacted) Is not met mless one shareholder holding at least 50 per cent of the Company's shares Is present 
in person or by proxy. Tttis may give rise to problems, given the limited number of registered shareholders and 
the (StBcuttes which the Depositary may experience In obtaining voting instructions from IDR holders. The 
proposed amendment to the arVdes would allow aH general meetings to pmceed ahem any shareholder Is 
present (but without altering the voting requirement s tor the passing of any resolution by a particular majority). 
As announced by the Company on nth Jiiy. 1997 the Hong Kong Stock Exchange has approved the 
Company's appteatfcxi to te rminate the secondary feting of its shares on that exchange with effect from the 
dose of business on 22nd AugusL 1997 (with the last day of trading In the Company^ shares on 19th August. 
1997). The applic a tion was made with a vtow to stmpffytog the Company's adnlnlsfratfon and redbctog As 
costs, In the tight of the very small number of transactions In the Company’s shares which have been canted out 
on the Hong Kong Stock Exchange since the listing was first granted In 1991 and the ted that there are no 
registered holders of the Company's shares In Hong Kong. The Hong Kong transfer agency arrangements with 
Chase Marhatten Bank N A. which took effect an the closure of the Company's branch regster h Hong Kong 
on 1st March, 1996. wffl be terminated fbtowtog the withdrawal of the Hong Kong fating. The primary feting of 
the Company's shares in London wil of course be maintained and w* continue to provide Investors wishing to 
deal In the Company’s shares on a pubtic stock exchange with a suitable market 

2. Details of the Capitalisation Issue 

The affect qt the proposed capttafisntion tsaue ot tour new shares tor each ertisting share W be to entitle each 
existing shareholder to five shares in the Company In place of each share already held. Consequently, pursuant 
to the arrangements made by the Company vtth the Depositary, each eristing IDR holder wfti be entitled to five 
IDRs In place of each IDR already held. 

The existing authorised share capital of the Company Is not suffldentto enable the ca p tt a ti aa tlon Issue to be 
Im pl emented, and It is proposed that the authorised share capita] be Increased from US. $500,000 to U.S. 
$1,000400 by the creation of an additional 50,000.000 shares of Uk $041 each. 

The capitalisation taue wB result in the Issue of 55400.000 new shares of US. SO .01 each ("new shares") and 
the amount capkafeed out of the Company’s share premium account wfl be U.S. $583,000. Fbfiowfng the 
Increase, the number of shares avafiable tor issue and not required for the capKatiaatfan Issue w3 be 
27,125400, represent ing approximately 3722 per cenL of the Company’s issued share capital alter the 
capftaEsation Issue. The Directors currently have no plans forthe Issue of these remaMng unissued shares. 
The ortfinary resolution necessary to give effect to these r ecommendations is set out hi the notice of 
extraordnaiy general meeting contained m the ClrcUar. Srfojed to this resolution being duly passed and to the 
London Stock Exchange agreeing to admit the new shares to the Official List, the new shares wrfB be atotted, 
credted aa futiy paid, to sharehoktars who are on the register at the dose of business on nh August. 1997. 
Appfcatkm wfl be made to the London Stock Exchange tor the listing of the new shares bet since the Hong 
Kong listing for existing shares wffl have been canceled before the new shares are aBotiad, they wffl not be 
feted In Haig Kong. It Is expected that the new shares wfl be arkrltted to the Official Ust In London, and mat 
dealings w9 begin. Oft 26th August, 1997. The new shares will be issued in registered tain, taxi it is expected 
that deflniBvo share certificates In respect of entittemerts to new shares wffl be posted by 22nd August 1997 
The new shares when Issued win carry the same ti&tis as. and wffl rank perl pessu in efi respects with, the 
existing shares of toe Company. 

IDR holders wfll be notified of the arrangements by which they may receive IDR entitiements as a reeult of (he 
eapttateation Issue, tofcwing the receipt by the Deposfrary of tha share certificate for its artitiemert to new 
shares. 

3. ExtreonSnary General Meeting 

The extraordinary general meeting of shareholders to being convened on Wh August, 1997, to taka place 
Immediately after tha Company's annual general meeting. The Mowing resolutions wfll be proposed: 

1 An onfoary resolution to approve the capKaRsabon issue (inducing the necessary increase in the 
Company’s authorised sham capital). 

2. A special resdutiOfl to amend the quotum requirements in the Company’s articles of association as 
explained above. 

IDR hoMflttf may exercise their voting rights by Instructing the Depositary to vote on their behalf as Mows: 
s) HIOR(sj Ware held In the Gectof Sank or Ebradsar System, (I) tostrvd Cadd Bar* or Euroctear System to 
block iMhem In the appropriate account and hold Whom to the onler of tha Depositary and to notify such 
bank or aystem acooitlln^y; and (9) give voting Instructions to me DepOEkary or The Chase Manhattan 
Bank, London through such bank or system, on 

b) If his IDR (9) tofere held otherwise, (i) deposit his IDA’S end voting instructions with the Depository or a 
convenient Paying Agent; not lees than 46 hours before me bme appointed tor the hottmg of the Meeting or 
any adjourned such Muetlig. Such Paying Agent wll then advise the Depositary or The Chase Manhattan 
Bank. London to console a voting instruction and appoint a prmey to attend and cast tire voters) attributable 
to such IDRS as fos&ucted by such holder. 

4. copies of the Charter 

Copies Of the Cfccular containing the notice of extraonfnaiy general meeting and further information in relation 
to the proposals may be obtained upon racpesl from: 

Chase Manhattan Benk Luxembourg SJV. The Chase Manhattan Bank 

5 Rue Ptedb, L-2338 Luxembourg-Grund Chasestde 

BP240L-2021 Luxembourg Bournemouth, DoraetBH77De 

Attention: VoranlqueCridel Attention: David Sowie 

Telephone: +352 4626 5234 Telephone: +441202347963 


Peru falls out 
of love with 
its president 

Sally Bowen on how Fujimori 
has lost favour with the public 


B eleaguered as never 
before in seven years 
of government, Presi- 
dent Alberto Fqjlmori will 
be attempting to win back 
some of his dwindling popu- 
lar support when he delivers 
his annual state of the 
nation address to Peru's 
Congress today. 

Politicians, the business 
community and the public at 
large are eager - though not 
particularly hopeful - for an 
optimistic, forward-looking 
message accompanied by a 
round rejection of the recent 
doubts raised over his place 
of birth. 

The gradual nnderm i ning 
of the president has been 
exacerbated by last week's 
uproar over a possible 
nationality scandal Caretas, 
a respected local news maga- 
zine, unearthed and 
extended a 1998 Investiga- 
tion which strongly suggests 
Mr Fujimori may have 
entered Peru in 1984 as a 
small child with his immi- 
grant parents, rather than 
being born Peruvian. If 
proven, this would lflegitim- 
ise his presidency with legal 
and constitutional Implica- 
tions that few Peruvians are 
yet wflling to contemplate. 

Since he boldly gave the 
order for the dramatic res- 
cue of 78 hostages in the Jap- 
anese embassy residence In 
late April, massively boost- 
ing his approval ratings, Mr 
Fujimori has given tacit 
backing to a series of uncon- 
stitutional initiatives. These 
included the sacking of three 
senior judges and the strip- 
ping of the nationality from 
fiie foreign-born owner of an 
Influential television station. 
At the same time, the presi- 
dent has shown no sign of 
abandoning his desire to 
twist the constitution and 
run again for office In 2000. 

Although the economy has 
been convincingly turned 
round after its spectacular 
collapse in the late 1980s, per 
capita Income is still around 
the level of SO years ago. For- 
eign investment, stimulated 
by privatisations and 
friendly legislation, has 
bloomed, but few jobs have 
been created. Polls show 
unemployment is Peruvians' 
greatest current concern. 

On top of growing disen- 
chantment with the Fujimori 


economic formula, scandals 
have recently buffeted an 
administration which had 
been justly hailed for curb- 
ing inflation, creating eco- 
nomic stability, embarking 
on structural reforms and 
combatting terrorism. 

Recent revelations of tor- 
ture and murder by agents 
of the army intelligence ser- 
vice and the leaked tax 
returns of the chief security 
adviser, Mr Vladimlro Mon- 
tesinos (disclosing, for Peru, 
fabulous levels of earnings), 
have raised serious question- 
marks over the accountabil- 
ity of Mr Fujimori's princi- 
pal allies, the armed forces 
and the intelligence services. 
The question most fre- 
quently asked in Peru today 
is: who is really running the 
country? 

Businessmen, both Peru- 
vian and foreign, are also 
increasingly critical of the 
judiciary. All too often, 
judges who hand down a 
decision unfavourable to the 
authorities find themselves 

Question asked 
most frequently 
is: who runs 
the country? 

dismissed or replaced. The 
dishonesty of government 
officials, say many, is back 
at the levels of the Garcia 
regime in 1965-90, tradition- 
ally dted as one of Peru’s 
most corrupt 

Mr Fujimori's style of gov- 
ernment is highly personal- 
is! and authoritarian. He 
manag es Peru with a tight 
circle of trusted advisers, 
most of whom feature on no 
official payroll. The impres- 
sion Is of an increasingly iso- 
lated president who has run 
out of ideas. 

The message most Peru- 
vians would like to hear 
today is a pledge that Mr 
Fujimori will not run for re- 
election. 

The ball is in his court. If 
he falls to revive his people’s 
flagging confidence by some 
bold stroke of policy, the 
long road to the next general 
elections will appear even 
more intolerable to those 
waiting in the wings for 
their turn in power. 


Finance 
chiefs get 
US share 
benefits 


By John Anthers 
m New York 

Chief financial officers in 
the US have benefited from 
the booming stock market 
even more than chief execu- 
tives, according to a survey, 
with total remuneration 
packages almost doubling 
last year. 

An analysis of companies’ 
proxy data by Global 
Finance Magazine, a US pub- 
lication, found that total 
remuneration for the chief 
financial officers for the 
nation’s largest 350 compa- 
nies rose 97.11 per cent dar- 
ing 1996, to an average of 
I2J9ZB. 

Stock option programmes 
were chiefly responsible, 
with exercised options alone 
accounting for slightly more 
than half (5CL58 par cent) of 
total remuneration. Cau- 
tious sentiment among 
accounting officers, who 
may have thought that 
equity markets were due for 
a foil by the end of last year, 
led many of them to exercise 
options. 

Many options programmes 
have been criticised for 
being too generous, as in 
many cases share price tar- 
gets which appeared ambi- 
tious three years ago have 
been surpassed by compa- 
nies which have barely kept 
pace with the sustained 
equity bull market. 

The best paid officer was 
Mr Boltin Dick, of Conseco, 
an Indiana-based life Insur- 
ance holding company. He 
received total remuneration 
of $l&84m according to the 
magazine, of which only 
M.o flm came from hls salary 
and bonus. Hls total pay 

rose by 249 per cent. 

Conseco has been one of 
several companies to lead 
file consolidation of the life 
insurance industry, making 
more than 20 acquisitions 
during the current decade. 
Its share price has out-per- 
formed all other life Insur- 
ers. Its chief executive. Mr 
Stephen Hilbert, is also com- 
mitted to an aggressive pro- 
gramme of buying stock for 
employees, with a target 
that all staff should have a 
stake in the company. 

After Mr Dick, the maga- 
zine listed Mr Lennert 
Leader, chief financial offi- 
cer of America Online, toe 
biggest US internet pro- 
vider, who netted total pay 
of $i02m, despite having a 
salary of only fts&ooo. 


tension grows 

press ahead with his project in d^ana of Arab 

HE? -Saw* -■ 

ludicrous because I have a right to bull . ■ of 

Moskowitz, % US Jewish businessm^ ‘ ^ 

load la Has al-Amond, an Arab neighbourhood ofiuju 
residents in East Jerusalem- Mr Moskowitz, a longti m 
patron of Jewish settlers in Israeli-occupied tern ■ 

won approval for the 65-unit housing pn»e* *“**««» 
from Mr Ehud Olmert, Jerusalem 8 
At the weekend, Syria. Egypt and ^SjSSSS^ 
Palestinians who have called the plan a 
war”. Israel told the US it intended to stop the Has 
al-Amoud project from going ahead "at fins time • But 
Israeli policy in East Jerusalem had not changed. 

Mr Nabfl Sha’ath, senior Palestinian peace negotiator, 
wffl today meet Mr David Levy, Israel's foreign minister, 
to dwsfrruae restarting peace talks on interim issues 
including a safe passage between the West Bank and Gaz^. 
and a Palestinian air and sea port in Gaza. 

Meanwhile, an opinion poll yesterday showed a growing 
number cdf Jewish settlers in tha Israeli-occupied West 
Rank would reject any Israeli government decision 
forcing them to evacuate their homes, even for fair 
com patsation . Aid Machlis. Jerusalem 

Moves and manoeuvres. Page 14 

■ CUBA-US HOSTILITY 

US ‘backing dirty war’ 

Cuba’s defence minister. General Rafil Castro, the brother 
of President Fidel Castro, has accused the US government 
of supporting what he called “a dirty war” against his 
co un tr y by "terrorist groups". 

In a weekend speech to mark Cuba's Moncada Day. the 
anniversary of toe ismnehing of President Castro's rebel 
struggle in 1953, Gen Castro cited recent bomb attacks 
against two Havana tourist hotels and US support for 
Cuban anti -government dissidents as examples of 
Washington's onnHnning policy of hostility towards Cuba. 
He also repeated a Cuban charge, already rejected by 
Washington, that a US government crop-duster aircraft 
had released a crop plague over west Cuba late last year. 

His speech appeared aimed at stirring up anti-US 
feeling ahead of a policy-making congress in October of 
Cuba’s ruling Communist party, which is expected to 
ratify the leadership’s declared intention of maintaining 
one-party socialism. It was not dear why President 
Castro, who usually gives the annual July 26 speech, had 
delegated the task to his younger brother. The president, 
who will be 71 next month, attended the ceremony but 
looked tired. Pascal Fletcher, Havana 

■ INDONESIA 

Megawati march halted 

Followers of Ms Megawati Sukarnoputri, the ousted 
Indonesian minority party leader, inarched through the 
rapttfi j Jakarta yesterday defying a ban on marking the 
first anniversary of a police-backed raid on their offices. 

In the morning, about 500 supporters of Ms Megawati 
congregated for a brief silent prayer near the. 
headquarters of the Indonesian Democratic party (PDE). 
and moved toward the building cairying wreaths and 
’‘flowers they planned td lay bn the spot. Witnesses said. 

But the activists were blocked by rows of 
shield-carrying and helmeted riot police and they left the 
area peacefully. The raid on the PDI headquarters on this 
day last year led to the worst rioting in Jakarta in more 
than two decades. Reuter. Jakarta 

■ HONG KONG UTILITIES 

Power group to cut jobs 

China Light and Power (CLP), the biggest of Hong Kong's 
two electricity suppliers, is seeking voluntary 
redundancies among 3,600 employees. Although it says it 
has no target number, the company is aiming to prune its 
payroll following the planned merger of its transmission 
and distribution divisions. 

The move, planned to take effect later this year, follows 
a series of job losses which has seen CLP’s workforce fall 
from 6.640 in 1998 to around 5400. 

The utility said the reductions were the result of 
Improved technology and the decommissioning of some 
old power plants. The benefits of any savings would 
benefit customers Louise Lucas, Hong Kong 

M KHMER ROUGE 

Reporters see Pol Pot 

Cambodia's Khmer Rouge guerrilla chief Pol Pot has been 
seen by outsiders for the first time in almost 20 years, an 
American journalist said yesterday. 

Mr Nate Thayer, a correspondent for the Hong 
Kong-based Far Eastern Economic Review, said he and a 
colleague saw Pol Pot in the guerriflas' last major 
stronghold in northern Cambodia on Friday. 

Pol Pot, now almost 70, was last seen by reporters in 
late 1979 , a year after he and bis Khmer Rouge 
government were forced from Phnom Penh. There have 
been rumours he was already dead. Reuter, Phnom Perth 


■ SI NO -RUSS IAN RELATIONS 

Yeltsin to visit China 

Russian President Boris Yeltsin wffl be visiting China in 
November, according to an announcement yesterday in 
Russia's official news agency Itar-Tass. Russian overtures 
to China, after years of enmity, are seen by most experts 
as a reaction to Nato expansion into eastern Europe 
Mr Yeltsin's first overture to China was in 1996 and the 
two countries have signed a number of political and 
economic agreements, including the Shanghai accords on 
border troop reductions. Charles Clover. Moscow 

■ IRAQI ARMS 

UN starts weapons check 

■ United Nations germ warfare experts yesterday betran 
inspecting Iraqi sites to check whether Baghdad ISi 
possessed biological weapons, a UN arms official in 
Baghdad said. 

Mr Nils Caristrom, director of the monitoring and 
verification centre, said toe team arrived on Saturdav and 
met the head of the Iraqi national monitoring 
Mr H iifiMm Amin 

Mr Richard Butler, chairman of the UN Special 
Commission (Unseam) in charge of disarming Iraq said in 
Baghdad be tad agreed withtlie Iraqis a plan to raZt 
biological, chemical and missile weapons over the next 
month. 

UN curbs on Baghdad's oil exports imposed for Iraq’s 
1990 invasion of Kuwait cannot be removed until Unvom 
testifies that Iraq's weapons of mass destruSto^^ 
been amfflulatod or rendered harmless. Heater, Baghdad 
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All it takes is a rail strike, a streak of bad weather or a sudden change in an exchange 
rate and your, company s' bottom line can sustain a major injury. So businesses require 
a partner that can anticipate and protect against multiple risks with innovative solutions. 

A1G Risk Finance is that partner. With -our financial resources, insu rance underwriting 
and capital markets expertise, we can bundle together risks other financial institutions can't 
assume. When AJG Risk Finance combines a company’s financial and insurance risk into a 
single program,, the integrated coverage can create efficiencies that might not be realized 
using more traditional forms of risk management 


For instance, our Commodity- Em bedded Insurance (COIN) program limits the 
earnings per share impact for our clients by joining traditional insurance risks with financial 
exposures like primary commodities, foreign exchange and interest rate fluctuations. 

AIG Risk Finance, a division of the AIG Companies, has access to an unparalleled 
global network, with operations in approximately 130 countries and jurisdic- 
tions worldwide. And we have top financial ratings to back us up. So we’ll be 
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Smaller exporters hit by strong pound 


By Daniel Green 

Britain's small and medium 
sized businesses are buck- 
ling under sterling's surge as 
much as their larger rivals 
according to a report from 
the Confederation of British 
Industry. 

New export orders for 
small and medium-sized 
businesses are failing at the 
fastest rate for more than six 
years, says the survey con- 
ducted by the CBI and char- 
tered accountant Pannell 
Kerr Forster. 

However, total new orders 


and output have increased 
because domestic activity 
has continued to rise. 

The findings are likely to 
add to conflicting pressures 
on the Bank of England, the 
UK central bank, as it con- 
siders whether to raise inter- 
est rates for the fourth con- 
secutive month in August 

The impact of the pound 
on manufacturers will be 
highlighted on Friday with 
the publication of the pur- 
chasing managers' index. 

However, tomorrow’s con- 
sumer credit figures may not 
show a sharp rise, as shop- 


Late payers 
may have to 
pay interest 


By John Kampfner 
and Stefan Wagstyi 

Large companies that fall to 
settle their bills to smaller 
ones on time will be charged 
statutory interest under 
plans to be introduced today 
as the government starts its 
campaign to stamp out late 
payments. 

A consultative paper 
Issued by the trade and 
industry department will 
give business until October 3 
to advise on the best raaans 
of tackling the problem 
which the government says 
has caused disproportionate 
damage to gnrnn nrrmpanteg 

The proposals will be wel- 
comed by many small busi- 
nesses, but could run into 
opposition from others and 
from large companies that 
are hostile to the principle of 
statutory interest 

Ministers decided on a 
step-by-step approach to 
send a signal of their deter- 
mination to help wmaii busi- 
nesses. which often find 
themselves at the end of a 
chain of payments. 

Along with larger compa- 
nies, government depart- 
ments and local authorities 
will also be obliged to com- 
ply as part of future contrac- 
tual arrangements with 
small companies. 

If the partial scheme suc- 
ceeds. ministers will look at 
extending its range to cover 
all corporate sectors. 

Legislation imposing stat- 
utory interest - seen as 
unnecessary and counter- 
productive by the previous 
Conservative government - 
was a late inclusion in the 


pers made use of the wind- 
fall gains they have made 
from the flotation of building 
societies - as mutual- 
lyowned savings and loans 
groups are known. 

Higher Interest rates 
would add to sterling's 
strength and further hurt 
exporters, but could head off 
inflation threatened by ris- 
ing consumer spending- 

Last week’s consumer 
spending figures showed 
retail sales rising 0.6 per 
cent in June, an increase 
which followed May’s L2 per 
cent increase. 


The survey results follow 
last week’s CBI quarterly 
survey in which manufactur- 
ers reported the biggest col- 
lapse in their export pros- 
pects for almost 17 years. 

Today's report showed 
that for small and medium 
sized businesses, export 
orders are set to keep falling 
over the next four months, 
with expectations at their 
lowest since January 1991. 

Mr Tony Bonner, 
r frafrmftn of the CRTs SME 
council, said: “Small and 
medium enterprises have 
been bard hit by the 


strength of sterling." 

"The seemingly inexorable 
rise in staling Is a disturb- 
ing development, placing a 
tight squeeze on exporters' 
margins,” he said. 

The net effect of depressed 
exporters and good domestic 
demand was that business 
confidence overall was 

unchanged. However, confi- 
dence had increased far the 
previous three months and 
the fall In optimism on 
exports was the fastest since 
October 1980. 

Mr Raymond Blin, partner 
at Pannell Kerr Forster, 


accountants, said: "The 
buoyancy that has been in 
evidence among SMEs over 
the last year seems to be 
running out of steam as the 
recent rise In business opti- 
mism has come to a halt” 

Plant and machinery 
investment intentions are 
the weakest since January 
1998, the survey finds, 
although the smaller compa- 
nies plan to invest more 
than their larger rivals. 

Medium-sized companies 
are suffering more from the 
fall in confidence over 
exports. 


Naturally growing business 


Government 
set to give 
extra help to 
organic farms 


Queen's speech setting out 
Labour’s 1997-98 p rogr am me. 

Mrs Barbara Roche, small 
companies minister, said 
submissions to the govern- 
ment have shown that a 
large majority of small busi- 
nesses see statutory pay- 
ments as the only means 
remaining of tackling a prob- 
lem that prevents long-term 
financial p lanning . 

“We want to send two 
messages, of support to 
small business, and determi- 
nation to deal with a prob- 
lem that threatens the via- 
bility of many companies 
and competitiveness in gen- 
eral,” she said. 

She cited a survey last 

week of northern businesses 
in which only 8 per cent of 
respondents said they 
always paid their suppliers 
on time. A third of compa- 
nies said it was their policy 
to raaicp late payments and 
that this was an effective 
source of credit while a sim- 
ilar number blamed cash- 
flow difficulties. 

The government's plans 
will be welcomed by the 
Forum of Private Business, a 
small-business pressure 
group which has long cam- 
paigned for statutory inter- 
est 

But the Confederation of 
British Industry, the UK’s 
biggest employers’ body, 
said on Friday that the small 
and medium-sized oompanies 
among its members were 
opposed to statutory inter- 
est They would be consulted 
again said an official , “but 
there is no reason why their 
views should have changed 
in principle". 


M r Elliot Morley, 
the agriculture 
minis ter responsi- 
ble for the countryside, will 
tomorrow announce that the 
government is looking at 
promoting organic farming 
and will seek views from the 
industry. 

He is expected to indicate 
that the government accepts 
in principle the case for an 
increase in the amnnwt paid 
to farmers through five-year 
conversion grants, which 
assist daring the switch 
from conventional to 
organic farming. 

However, organic fanners 
fear he will not agree to 
their requests for mainte- 
nance grants to continue 
subsidies after conversion is 
concluded. Many other 
European states provide 
such payments. 

Mr Morley is to make the 
announcement during a 
visit to Eastbrook Farm, 
near Swindon, south-west 
England, one of the largest 
organic farms in the UK. 

Eastbrook is ran by Ms 
Helen Browning, chair of 
British Organic Fanners, 
the producer division of the 
SoQ Association which cam- 
paigns for “sustainable” 
farming. 

Ms Browning said she 
would lobby hard for the 
introduction of maintenance 
grants. These would provide 
farmers with a long-term 
safety net, giving them the 
confidence to conv ert with- 
out worrying that prices for 
organic products might fall 
sharply in future if a large 
number of farmers switched. 

Mr Patrick Holden, direc- 
tor of the Soil Association, 



Mricokn Watson 

Pigs, cattle and sheep are reared at Eastbrook, one of the UK’s largest organic farms 


said the government did not 
accept the argument for 
maintenance payments 
because organic fanners 
received higher prices for 
their products and therefore 
did not need further help. 
He said that was ironic, 
since premiums on organic 
food were caused by short- 
ages reflecting the of 
organic fanners, caused by 
the [j»wi nmantfa policy. 

Ms. Browning's L336-acre 
farm has been held up as an 
example of successful 
organic farming. Conversion 
to organic fanning began in 
1984. The farm keeps dairy 
and beef cattle, pigs and 
sheep and grows cereals. 

Only 0.3 per cent of agri- 


cultural land in the UK is 
farmed organically, the low- 
est proportion of any mem- 
ber state in the European 
Union. Organic farmers 
have campaigned for an 
increase in grants under th* 
Organic Aid Scheme, intro- 
duced in 1994. 

The conversion grants, 
which total £250 per hectare 
over five years, help farmers 
through the conversion 
period when they suffer 
lower yields, because they 
have stopped using fertilis- 
ers and have not yet built 
soil fertility through other 
means, but cannot sell prod- 
ucts as “organic" and thus 
obtain higher price s. 

Last week. CWS Agricul- 


ture, one of the largest 
farming companies in the 
UK, completed a seven-year 
organic experiment which 
suggested organic farming 
coaid be nearly as profitable 
as conventional farming. 

Mr Alastalr Leake, the 
project manager, said be 
had been surprised by the 
results of the experiment. 

The market for organic 
products is growing by 20 to 
30 per cent a year, , and file 
UK has been unable to sup- 
ply all file demand. 

Consumer research sug- 
gests more people would 
buy organic products if the 
prices were lower. 

Maggie Urry 


Study points to ‘unprecedented’ rise in inequality 


By Andrew BaHs 

The UK has experienced an 
unprecedented rise In 
inequality over the past 20 
years, according to a study 
published today by the Insti- 
tute for Fiscal Studies. 

The richest 10 per cent of 
the population now has as 
much income as all house- 
holds in the bottom 50 per 
cent, and on all measures 


poverty has increased, the 
study shows. 

The rise in income 
inequality in the 1980s 
reversed a record of failing 
Inequality in the previous 
three decades. “The increase 
in inequality is probably the 
biggest social change we 
have experienced in the last 
20 years," said Mr Paul John- 
son, joint author of the 
report. “With no apparent 


chance of higher social secu- 
rity benefits, higher taxes or 
better earnings prospects for 
the low paid, this change 
with all its consequences is 
here to stay." 

London is the richest UK 
region, but it is also by far 
the most unequal The south 
as a whole is also richer and 
more unequal than the UK 
as a whole. Wales is the 
poorest region. 


The IPS report points to 
the importance of the large 
rise in unemployment in 
explaining the trend of grow- 
ing inequality. As unemploy- 
ment grew during the 1980s 
and 1990s, there has been an 
Increase in both no-earner 
and two-earner households. 

“Means-tested [welfare] 
benefits have grown dramat- 
ically in importance for 
many poorer households,” 


says the 1 report. By 1993, 
more than 70 per cent of 
income in the bottom 10 per 
cent of households came 
from means-tested benefits 
such as income support and 

hymning benefit. 

Single parent families are 
the poorest family group, 
but there has also been a 
large rise in inequality 
among couples with chil- 
dren, which make up more 


than half of the poorest 10 
per cent of households. 

Those in the lower income 
group will not necessarily 
stay there. However, the 
report shows that low 
income is strongly related to 
low income in previous 
years, and that people who 
escape from low income 
have a tendency to slip back. 

Editorial Comment, Page 15 


UK NEWS DIGEST 

Plan to tackle 
prison crowding 

The government will SrTtrfScrei 

"■SS* Straw. 

ironic tagging, where movements of offendere 
punishments in the community are rigorous 

expanded. Probation officers will undergo m 
tad^witb iL emphasis on social work and more on 

discipline, and the requirement for those sentenced 

to community work to declare their 00 

be scrapped. Mr Straw’s announcement foflo vs an 

Internal prison service report last Friday 

the prison population up by almost £500 since th 

election- Jotm ham ^ ner 

■ HUMAN RIGHTS 

Tough privacy laws likely 

Tough new privacy laws are likely to follow th^ incorpo- 
ration of the European Convention on H uman Rights into 
British law, the government has said. 

Lord Irvine of Lairg, the Lord Chancellor, the head of 
the judiciary in England and Wales, said that even if the 
government did not introduce legislation, the judiciary 
would, following incorporation, be able to develop privacy 
laws on a case-by-case basis. 

P ointing to the importance of articles 8 and 10 of the 
European convention. Lord Irvine said: “If you ask me 
what ha ppens when you Incorporate the European Con- 
vention, Anri a© you predict the courts will develop a law 
of privacy, I say yes.” But he stressed the public and the 
•mpriia should give “serious thought” to the merits of regu- 
lation by partlamentary statute. 

Mr tain Duncan-Smith, a Tory frontbencher, said pri- 
vacy laws would “muzzle" investigative journali s m. “The 
gwB wn mont is ftm t haaiting towards a style of media con- 
trol in which the media cannot break stories about cor- 
ruption - thin is very un-British,” he said. Liam HaUigan 

■ EQUAL OPPORTUNITIES 


Both sexes face ‘outdated’ ideas 

Women and men are victims of outdated attitudes about 
what is or Is not “suitable” employment for them, accord- 
ing to the Equal Opportunities Commission. Briefing 
papers published today say men are being left out in the 
cold by the flexible labour market, while women are still 
unable to crack the “glass ceiling” and move into the 
boardroom. 

“Men's unemployment rate is oneand-a-balf times that 
of women, yet only 16 per cent of part-time jobs are filled 
by men. While the overwhelming majority of part-time 
workers are female, women are still rarely found In the 
boardroom, with less than 5 per cent of directors being 
female,” it said. 

The commission said the culture of long hours, which 
excluded women with families, end the lack of family- 
friendly policies such as job-sharing in senior positions, 
were holding women back and damaging the British econ- 
omy. . Andrew Bolger 

■ FOOD SAFETY 

Store withdraws toddler milk 

J Sainsbury. the food retailer, has withdrawn all supplies 
of its own-label Fresh Toddler Milk from its stores as a. 
“precautionary measure” following the outbreak of a rare 
strain of salmonella food poisoning. Sixteen people have 
contracted this particular strain of salmonella so far thiw 
year, compared with 12 in 1996 and seven in 1995. Six of 
this year's casualties are young children, all of whom had 
drunk the milk. It is not yet known whether the milk was 
linked to the salmonella outbreak, but Sainsbury decided 
to withdraw it until the Department of Health had com- 
pleted an investigation. The milk was removed from 
Sainsbury’s stares an Friday immediately alter the health 
department had alerted the chain to the possibility of a 
salmonella link. - Alice Ratesthom 

U SCOTTISH PARLIAMENT 

Support for tax levy power slips 

Opposition to a Scottish parliament’s right to levy up to 
3p extra on top of the basic rate of income tax bas 
increased by four points to 36 per cent, according to an 
ICM poll for the Scotland on Sunday newspaper. Support 
for the tax bas fallen six points to 55 per rent Support for 
devolution is down four points to 68 per cent The paper 
says tise narrowing of opinions raises the possibility of 
the government’s “nightmare scenario” of a hung vote in 
the Scottish devolution referendum on September u. 


UK COMPANIES 


THE WEEK AHEAD 


■ TODAY 
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A new 
European 


union 

FTSE International and 
Amsterdam Exchanges 
together launch two 
pan-European indices i 

In addition to a revamped FTSE Eurotop 
100. the new FTSE Eurolop 300 index 
will enable investors to trade Europe in 
one easy transaction. 

For more information please contact 
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MANAGEMENT 


Agnessa Houlder assesses the growing strategic role played by loyalty schemes 


F ® most people, the idea 
of having a relationship 
with a large comp any - 
seems patently absurd, 
'relationship marketing" - 
whereby companies know 
®006b about their customers to 
juffefeotiate between than - is 
having a profound impact on 
many industries. 

The technique, which was first 
fmbraced by the airline industry 
in the early 1990s and later taken 
op by the telecommunications 
and financial services industries, 
is now making headway in file 
retailing sector. Over the past 
few years, a plethora of loyalty 
schemes have been launched in 
the US and UK In which retailers 
have tried to woo customers with 
promises of better treatment, dis- 
counts and perks. 

For example, Tesco, which 
rolled out the first large retailing 
loyalty schem e in the UK, pro- 
vides card holders with certain 
benefits, as well as discounts 
linked to their total spending. It 
analyses the shopping habits of 
its customers, so that it can add 
personalised discount vouchers 
to its maUftign. it has also devel- 
oped five versions of tts dubcard 
magazines for different age 
groups and types of family. 

By analysing the sh oppin g hab- 
its of high-spending customers, 
Tesco is able to invite them to 
specific events such as cheese 
ana wine tastings or hairdressing 
demonstrations. 

Such schemes are manifestly 
successful in giving customers a 
warm feeling about a company 
and its products. But sceptics 
point oat that pioneers of loyalty 
cards are invariably followed by 
others. Nearly a third of retailing 
customers have more than one 
loyalty card and remain intent on 
shopping around, according to 
one study. Ultimately, the critics 
argue, relationship marketing 
will turn out to be a zero sum 

pMTTIft 

This unease about schemes' 
profitability may prove justified 
In some cases. But champions of 
relationship marketing argue 
that, correctly Implemented, it 
can have a profound strategic 
impact on businesses. 

“Using information has trans- 
formed the way companies do 
business and are organised and 
has led to very different relation- 
ships with their customers,** 
according to the Boston Consult- 
ing Group, in a recently pub- 
lished study on “Knowing your 
customer” for the Coca- 


W ho owns the data 
that is being 
accumulated on 
individuals* 

spending habits; the customer or 
the company? 

The sensitivity of this issue 
was highlighted recently when 
the UK’s Data Protection 
Registrar received a rash of 
complaints after Tesco asked its 
customers If they objected to its 
using loyalty scheme data to 
target them with third-party 
offers. 

Customers are beginning to 
expect greater rewards for 
handing over information about 
themselves, according to 
research by the Future 
Foundation, a research group. 
“The cons u mer shnnld be in a 


A blossoming 
relationship 



Cola Retailing Research Group. 

Mercer Management Consult- 
ing, another strategic consul- 
tancy, agrees. It argues that, 
properly implemented, customer 
relationship management can 
provide “fundamentally new 
bases of competition”, that can 
determine new winners and los- 
ers within an industry. 

For example, it cites the experi- 
ence of a credit card company 
that increased its overall profit- 
ability by 15 per cent by tailoring 
its offer to individual customers, 
instead of malting a single offer 
to all its customers. Other exam- 
ples Include a car manufacturer 
that increased its customers’ 
repurchase rate by 50 per cent 
and an on-line service provider 
that was able to reduce the num- 
ber of customers leaving it in a 
particular period by one-third 

B ehin d all these ayamplpg was 


the ability to analyse customer 
information, so that different 
groups of customers could be tar- 
geted in different ways. For 
example, detailed analysis of cus- 
tomer data makes it possible to 
identify which types of customers 
are more profitable and so, in 
effect, croBS-suhsidlse others. The 
company that goes out of its way 
to attract these profitable cus- 
tomers is likely to prosper at the 
expense of its competitors which 
are left with the less attractive 
customers. 

One example of this phenome- 
non was the US credit card mar- 
ket, where new players such as 
Capital One and MBNA were able 
to take the most profitable cus- 
tomers from the big banks, which 
saw a sharp fell in their profit- 
ability. 

As well as identifying custom- 
os who can be wooed with better 


offers, a careful analysis of cus- 
tomer data may identify custom- 
ers who are less price sensitive 
than others. Mercer cites one 
insurance company that 
increased revenues by 7 per cent, 
at no extra cost without losing 
market share, by focusing on par- 
ticular types of customers. 

Another benefit from skilful 
customer relationship manage- 
ment is its impact on customer 
retention. Analysts at Bain & Co, 
management consultants, found 
that a 5 per cent increase in cus- 
tomer retention could signifi- 
cantly lift profitability - ran g in g 
from 25 per cent in bank deposits 
to 85 per cent in car servicing. 

But even If companies recog- 
nise the potential impact of using 
their customer information, few 
companies are yet making full 
use of their data. BCG identifies 
three stages in companies' use of 


Getting personal 


more powerful position,” says 
Melanie Howard, a founder. 

The same point was raised in 
an article in January’s Harvard 
Business Review by John Hagel 
and Jeffrey RayporL “Consumers 
are realising that they get very 
little in exchange for the 
information they divulge so 
freely through their commercial 
transactions and survey 
responses,” they said. 

They argue that new 
technologies such as smart 
cards, worldwide web browsers 
and personal financial 
management software are 


allowing 'consumers to collect 
profiles of their commercial 
activities - and to choose 
whether or not to release that 
information to companies. 

They suggest that because 
consumers will be unlikely to 
bargain with vendors on their 
own, companies called 
“infomediaries” will broker 
information to businesses on 
consumers' behalf. 

One example of an information 
broker is Request, a recently 
launched company that matches 
information provided by 
consumers about themselves and 


their needs with information 
from companies about what they 
can offer. 

Barry Hill, a former American 
Express executive who co- 
founded Request, argues that as 
the European Union’s data 
protection rules become more 
stringent, the onus will fall on 
companies to find ways in which 
potential customers can identify 
themselves. Request illustrated 
its approach earlier this year, 
when ft organised a newspaper 
promotion on behalf of a group 
of financial services companies. 
The readers who responded to 


customer information and points 
out that the more sophisticated 
applications take many years to 
realise. 

In the first phase, companies 
start to do mass marketing, usu- 
ally with loyalty programmes 
and simple direct marketing ini- 
tiatives such as newsletters. 

In the second phase, loyalty 
programmes become more soph- 
isticated, with differentiated pric- 
ing and «wwwwmirati«nfl for dif- 
ferent customers. In the third 
phase, the company reorganises 
itself around customer segments, 
tailoring products, services, pric- 
ing and Bi mmimiftatiiw to (fflfl h 

segment 

The companies that are most 
advanced in relationship market- 
ing are, by and large, those that 
find it easiest to implement A n d 
have the most to gain. BCG 
points out that airlines, telecoms 
providers and banks have an in- 
built advantage because they 
know who their customers are. 
Retailers, by contrast, have to 
build a database at a coat that 
can be as much as 1 per cent of 
sales in information technology 
costs and incentives for custom- 
ers to take part In the anhamp. 

Despite the hurdles, BCG 
argues that the first results of 
retailers' attempts to use infor- 
mation are encouraging; c itin g a 
survey of 10 US-based retailers 
which showed margin gains of 
between l and 2 per cent 

But most commentators agree 
that some companies are paying 
insufficient attention to getting 
real value out of their customer 
data. Fiona Stewart of the Henley 
Centre, the UK research group, is 
concerned that companies are 
using loyalty schemes as a “cyni- 
cal add-on", rather than as a tool 
to improve their service. 

“I think there will be a huge 
amount of cash wasted" says 
Simon Hay, client services direc- 
tor of DunnHumby Associates, an 
agency that analyses relationship 
marketing data for Tesco and 
other companies. 

Experts like Hay argue that the 
success of relationship marketing 
depends on the whole business 
adopting a customer-focused 
approach. The point is that suc- 
cessful relationship ma'rmpgmAwt 
is not just a matter of database 
analysis to be left to a manager 
in the marketing department. 
Only if it starts with a mandate 
from the top of the organisation 
can it change the way in which a 
company competes. 


the offer were asked if they 
wanted a quotation far a 
mortgage or building insurance. 
Those who agreed could then be 
sent information, wMcbwas 
likely to yield a much ' 
betterThan-average response 
rate. 

This is just one of several 
possible ways In which the use at 
customer information could 
change. As yet, there is no 
consensus about how and when 
this will happen - although 
there is growing conviction that 
consumers will take control of 
information about themselves. 

As Howard puts it; “It Is just a 
question of time until the 
consumer wakes up.” 
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FT 


FINANCIAL TIMES 

Finance 

Providing t uential btformanoa and otfeah t anoiyiis 
for the global financial industry 

FT Finance 
Management Reports: 
information 
you can count on 

Tax and Accountancy Management Reports 

International Accounting Standards 
Company Reporting in the USA 
Financial Reporting in Malaysia 
International Guide to Interpreting Company Accounts 
Indirect Tax Systems in Europe 

Newsletters 

IT World Accounting Report 
FI World Tax Report 

AD priced between £350/US$595 and £485/US$825, 
these resources provide essential information and 
incisive analysis to support your strategic decisions 

For more information on any of these titles, 
call Laiyan Man on +44 (0) 171 896 2314. 

Be smart, choose FT Finance 

18269T 


Pity the American as the 
holidays loom large 


I t is the time of year to congrat- 
ulate oneself on being Euro- 
pean. We in Europe understand 
holidays. We take them; we 
enjoy them. In the US, by contrast, 
they Just can’t get the point at alL 
Never mind the feet that businesses 
over .there claim to be worried about 
stress and pretend to think that 
employees need balance in their 
lives. When It comes down to it, 
they just can’t bring themselves 
to spend any time away from the 
office. 

According to the Wall Street Jour- 
nal, most senior US executives are 
unlikely to take more than a couple 
of days break this summer. And 
even then they are keeping quiet 
about it, for fear that they might set 
a bad example to their imdariing a. 
The head of Estee Lauder is plan- 
ning to take a long weekend walking 
in Aspen, and will let his staff know 
of his whereabouts at every second 
of the day, so he will never be out of 
touch. The head of Random House is 
going to his swanky beach house for 
his annual break of a few days. And 
when he gets there he plans to relax 

by catching up on a few book pro- 



Lucy Kellaway 


latest in corporate team-building 
exercises. 

Quite how travelling along a zip 
wire is meant to improve a team's 
performance has never been dear to 
me. Work is not about surviving 
together under terrifying conditions 
when you are wet and cold. It is 
about surviving when doing fairly 
predictable, often mundane tasks. 
There is only one part of the coarse 
that strikes me as even remotely 
useful That Is preparing a foil 
Rn gfliafa breakfast. Any group that 

can get all its sausages, tomatoes, 
eggs, bacon and mushrooms cooked 
to perfection at the same time and 


simultaneously make coffee and 
toast and agree cm who is going to . 
do the washing up is well on the 
way to being a terrific team. 

Fortunately for me, I have plenty 
of opportunity to practise this sort of 
team building activity at home. Sol 
can turn down the The Eclipse Grip- 
per! without guilt and spend my hol- 
iday doing as little as possible. 


Who would you like to have a One 2 
One with? The question is asked 
every day on LBC radio by the digi- 
tal phone company and every day 




This kind of thing Is both sick and 
sad. What will these men do when 
they retire if they have never had a 
second's real leisure in their lives? I 
pity their families and I pity their 
employees. If the head maw insists 
on these workaholic ways, what 
hope for anyone else leading any- 
thing resembling a normal, healthy 
life? 


HATE BEING- AWAY ERorn 
£j£-5/(r For So t-orsGr.“ 

as* £3 e?> 



As for me, I have been invited to 
spend two days of my holiday in the 
Lake District scrambling across a 
gorge, biking over mountains, jump- 
ing off a 200ft high cliff and then 
leaping from a 40ft pole to a distant 
trapeze. For I have been asked to 
sample The Eclipse Gripper! - the 
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the answer cranes back the sam 
your One 2 One for the day is goii 
to be with Archie Nor man. Th 
unvaried diet may be unpalatable 
some; but whatever you think of tl 
chairman of Asda and Tory MP, y< 
have to admire his nerve. Not on 
has he tamed around the troubii 
grocer and is helping W illiam Hagi 
do something with the pitifi 
remains or the Tory party. But noi 
thanks to One 2 One, he is also sol 
ing the country’s business problen 
in little slots of less than a minuh 

“IS it worth taking a bad debtor 
court?" asks a caller one da 
“That’s a tough one”, he replies, ai 
then recommends that the calli 
weigh up the pros and cons befb 
acting. Another day be is asked ho 
to deal with a customer complaic 
and offers the novel advice that 
company must listen, apologise ai 
attempt to rectify the problem ; 
quickly as possible. 

Thank you Archie. It is good to 1 
remi n ded that business is that eas 


Rosabeth Moss Kanter 
ha n gi n g on about the sofi 
management for well over 
Empowerment, the impc 
being nice to your employi 
the rest of it Last week g 
to explain to the FT how i 
while practically everyone 
lip service to her ideas, ] 
no one lives by them. 6 b 
reason, she said, could be 
of us at some point in our 
be short-sighted. territ» 
adverse to ch«ng» 

Ms Ranter's optimism 
something. Most of us ar 
this intermittently, but all 
I t Is t he human condition. 

agemeot theory that forge 

all jealous, we hate cl 
prefer jam today is likely 
more talked about than a 
for eternity. 
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BUSINESS EDUCATION 


Demand is growing for business schools to offer finance degrees, says Pella Bradshaw 

Bankers go back to school 


O n March 13 this year a 
group of students at 
London Business School 
were set the task of pre- 
dicting what the share price of a 
chosen company would be nearly 
four months later, on June 30. 

They chose the sugar group Tate 
& Lyle and calculated that the 
price would be 447p. 

On the day it was 446Kp. 

This is just one of thp many 
activities which comprise London 
Business School's Masters in 
Finance course. Needless to say. 
this particular group woo the exer^ 
rise, pushing into second place the 
team that had chosen to predict 
the Marks & Spencer share price — 
they were out by lp. 

While the dream of many a pro- 
spective MBA student is to enter 
the course an engineer and to grad- 
uate an investment banker, many 
would-be students who are already 
in banking and finance want to go 
back to the same sector after grad- . 
uatioiL For them, an MBA is 
u nlik ely to be the best route. 

While most business schools 
offer short programmes in finan- 
cial management, a growing num- 
ber. notably in the UK, are now 
offering degree courses to cater for 
such needs. From this autumn, 
London's City University will offer 
a one-year, full-time MSc course in 
finance, intended for those with a 
few years experience in the finance 


sector or a relevant first degre e - 
City already runs four Joint mas- 
ters degrees in finance and related 
topics. 

And the imperial College Man- 
agement School in London and the 
Bristol Business School will offer 
masters courses for son-financial 
specialists who want to move into 
the financial sector. 

In the US. the Stern School at 


New York University offers a two- 
year. part-time Masters in Finance 
programme, similar to the LBS 
one. As with the LBS course, most 
participants at Stern are company- 
sponsored. Carnegie Mellon has a 
mare specialised course in finan- 
cial engineering while the Sloan 
School at MIT delivers an MBA 
course in which the second year 
specialises In finance. 


The LBS Masters in Finance - 
known affectionately at LBS as Mif 
- was started four years ago. Paul 
Marsh, a Mif professor, believes the 
course Is designed for those who 
want to stay in finance for five 
years after completing the course. 

Finance courses mean putting all 
you eggs in the same basket, and 
therefore are not for the undecided. 
"If people ask should I do an MBA 


or Mif, 1 say do an MBA." says 
Marsh. 

The LBS course is a nine-month 
specialist programme. (There is a 
two-year part-time option.) Partici- 
pants study four core subjects, 
choose five electives and complete 
a project. 

One of the most popular electives 
has been the field trip: last year 
participants went to New York and 
visited banks, companies and poli- 
ticians. {Students on the 1997, '8 pro- 
gramme will repeat the visit.) 

While Mif is far more selective 
than LBS’s two-year MBA course 
in the subjects it teaches, the 
teaching method is much the same. 
And while the course seems very 
specialised to those outside the 
financial sector, participants 
always describe it as a broadening 
experience, says Marsh. Janet Dob- 
son, who runs the office for finance 
programmes, says students talk 
about their course using exactly 
the same language as MBAs. 

The comparative rarity of such 
courses has made Mif attractive to 
non-UK students. While the part- 
timers are usually based in Lon- 
don, 80 per cent of participants on 
the full-time programme, who have 
an average age of 29 or 29 and have 
five years work experience, are 
from outside the UK. Between 35 
and 40 per cent of those on the ' 
full-time programme stay in the 1 
UK after graduation. 



International 

interviews 


Students in Arizona are using 
phone technology to get jobs 



schools intro- 
duce video- 
conferencing 
technology to 

TECHNOLOGY deliV * r dls- 
— - tance learn- 
ing. Such was the aim at 
Thunder bird, the American 
graduate school of interna- 
tional management in Glen- 
dale, Arizona. 

But the students there had 
ideas of their own. They 
have started using one of 
the school's three videocon- 
ferencing systems to con- 
duct job interviews. 

The move began earlier 
this year when a German 
company wanted to inter- 
view three Thunderblrd stu- 
dents in a hurry. The 
arrangements were made on 
Thursday and the interviews 
were conducted the follow- 
ing Monday. One student 
was offered a job. 

Interviews have been con- 
ducted between Th underbird 
students - and Tbunderbird 
alumni who can also book to 
use the system - and compa- 
nies in countries as far 
afield os Japan and Mexico. 
With between 300 and 400 
students graduating each 


term from the school the 
demand Is growing rapidly. 

Students now find using 
the videoconferencing sys- 
tem as commonplace as 
using the phone, says Cart 
Chapman, director of 
instructional technology. 
The school is offering train- 
ing in how students can best 
sell themselves using tbe 
technology and they become 
rapidly proficient. 

“The difficulty is that 
everyone believes it will be 
difficult," savs Chapman. In 
reality students have found 
they need just 15 to zo min- 
utes practice, with a peer 
interviewing them from an 
adjacent room, to master the 
skills. 

The big advantage for 
Tbunderbird is that prospec- 
tive employees who would 
not visit the campns in Ari- 
zona now have access to 
graduating students. Indeed, 
one company, says Chap- 
man. has been so impressed 
with the students that thev 
have interviewed electroni- 
cally that they have now 
decided to recruit on cam- 
pus in future. 
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CONFEREMCES & EXHIBITIONS 


BUSINESS EDUCATION 


AUGUST 18-20 

Basic Accounting Skills for 

Non-FInanclal Staff 

Undmund the basics of accounting and 
financial analysis • Basic Accounting 
Principles • How Financial Stnanons ae 
Generated • Profs and Loss Account ml 
Balance Sheet • Cashflow. Budgeting, 
Miniiji in n Accneg. Brak-crea Analytic 
3<by*L£72StVAr.Gcnaa: Fazpfax 
Tel: 017 1 623 011 1 Fax; 0171 6239112 
Internet hnpVA^ww.fai rplace.com 
Email: faiiplaxgifafrplacexom 

LONDON 


FT World Motor Conference 

This major automotive conference 
brings together prominent figures 
to deans recent developments in 
the International motor industry. 
Speakers include: Carlos Gtosn, 
Executive Vice President, Renauft 
Group; Nick Scheeta, Chairman 
and Chief Executive. Jaguar Cats 
Limited; Peter Henman. Pi e wdent 
aid Chief Executive Officer. TRW 
Inc: Lais Brorean. President, Mere 
Compact Cor AG: Jack PertowsJd, 
Chairman and Chief Executive 
Ogcer. Astan Strategic Inwatme m s 
Corporation; Prof. Dr-fng Ulrich 
SetfteU. General Manager, wnech 
Engineering Gm6H;Bffl^aiifilnM *■ 
Rosen, Chairman, Roean Motors 
Corporation. 

Enqutrtos: Sttfl Fancourt 
Tel: *AA 171 8862828 
Fax: +44 171 8962606/2897 
hmB: siinlOpewBonpnumi 

Frankfort 


htflfmtiiBiaJ Real Estate Rranes 
Coofemue The Americas, Ash 
rad the Pacific Rim 
Sponsored by the MORTGAGE 
BANKERS ASSOCIATION OF 
AMERICA. The only International 
real estate finance conference 
devoted id mortgage banking 
practitioners, attracts teaefog 
mortgage and fnancial professionals 
from dozens of nations. Sessions 
cower recant devetopmente in the 
most active nerve® and the Mrxfe of 
opportunities avefirtfe. Topics 
inctiJde securitization, secondary 
markets, international real estate 
hvestroert Bends, risk assessment 
technology; commercial real estate 
trends. 

CNI Debra Erb at TO: 202 - 061 6868 
Emafl: detxa_ert>@mt»LOrg 


Vancouver 






Natural Gas: The Cnmnwdai 
and FoIRteal CbaHengas 

R concentrated five-day 
seminar/worksbop which 
sxplores the core commercial 
jas concepts and examines 
heir political context. The 
xm tent Is designed for ad 
hose with current or future 
nanagement responstriffty 
n or connected with the 
lateral gas business, both In 
jrivata and public companies. 

=oc further Information contact 

Esther Musofce, 

me Alphatania Group 

ret: 44 171 613 0087 

=ax:44 171 61300 94 

-math gas@economattoraxom 

Oxford 


TEMBER 15 & 16 
fofW Stainless Steel 

Executive* from KTN. Acerinox. 
, JinduJ Strip*. Allegheny TOedyne. 
k Sad. Bbnca Acestia. Fteoortxifee. 
Harriet, red senior executives from 
XX Aimco, Ssnoncor and Kvaemer 
kfccss Ms FTConfaoxe, caucused 

HU beanmemt. 

fes: Sarah Gibb FT Conference*. 

14 0171 8962626 
44 01718962696 

: B«Jig®pe»iW»-pnx»ni 

dOsseldorf 


Conferences 

& 

Exhibitions 


SEPTSBBER 15-16 
Understanding Company 
Reports and Accounts 

•The Rqpfetmy Ba new o rt •Accoung 
Standards • Accounting Tor Group* 
• .Turnover. Pre-Tax Profits. Taxation. 
Dividends. Earning* Per Share • Share 
Valuation • Cashflows • Profitability. 
Liquidity. Solvency Ratio*. 

2 days. £6&*WE Comae* Fsirotac* 

Td: 0171 623 9IH Fa* 0171 6239112 
Interne c hnp^/wwwJnirplacexcirn 
Email: fsaplacegriaiiplacexam 

LONDON 


Performance Measurement 
in Financial Services 

Speakers from financial services 
companies will focus on: key 
pertotmartce measures to track; 
Implications of shill from 
mutuality to pic; how to ensure 
product profitabflty afigns with 
asset utfllsation; role of non 
financial per f ormance measures; 
role and value of Trust* in 
financial services. 

Enquiries: Foundation for 
Performance Meaa uremenl ' 

Tel: 0181 Ml 1686 
Fax: 0181 546 2105 
Email: 1nfo@fpitLco<n 
In t ernet: www.tpm.com 


London 


Conferences 

& 

Exhibitions 


SEPTEMBER 30 

The Revolution In Retell 

Stockbroking 

Cilyfonrm together with the London 
Stock Exchange announce A Strategic 
Forum with contributions from: 
Geoffrey Turner. APCIM5; Justin 
Ihqdtan-Siewsrt. Barclays Scckbrakera; 
Iain Seville. CrestCo and Giles 
Vardey. Fidelity Brokerage. 
Information: Chyfonjrn Ltd. 

Tel: 01225-466744 Fax: 01225442903 
LONDON 


SHIFT World Mobile 
Communications 

Confirmed speakers Include: 
Stephen Pettit. Cable & Wireless 
pic; Tbmas Duffy. Telia Telecom; 
MaxrinJtenArdoft V1AG; Mtehael 
Short. Ceftnat; Mrs Jan Peters, 
Managing Director. One 2 One; 
Mr Thomas Sa^er. Chairman, 
UMTS Forum; Wyoyufci 
Tsu^mura, NTT Mobile 
Communications Network Inc, 
Aten Ma. Hontfcong Telecom CSC. 

Enquiries: Stan Fancourt 
FT Conferences 
Tel: +44 171 896 2626 
Fax: 444171 896 2696 
email: sfant@poarson-prcu»(xi 

London 


OCTOBER 8-9 
Offset UK 1997 
The most important conference of its 
type ever ro be held In the UK. and 
being organised by the DMA, the 
BDMOG and the Welsh Development 
Agency, with MOD (UKl support. All 
foreign companies with Outstanding 
Off se* Obligations to die UK are bring 

invited U> participate and meet potential 
British suppliers. 

Cootncc Mis Toni Adrona 
Item 01428 60*967 

LONDON 

OCTOBER 8-9 — -= 

Turning Knowledge into a 
Corporate Asset 
The fat fisoptw oodocnce IP *h*d 

look at how to quantify and evaluate 
tangible ktwMeder «■* fo 

Improvements in business performance. 
Conaen Kase Jeakins at Busmea . 
Intelligence 

TH: 0181 579 3355 Fax: 0181 8791122 
kmafl: kate.jeBkms@bosinesS- 
intdligencrxa.uk 

LONDON 


OCTOBER 15-16 
Strategic Skills for the 
Finance Function 
fins conference is ^odflcoBy designed to 
hdp finance Draws deretap if* new ddk 
required to go beyond traditional trance 
activities rod ate an a broader, valuoedcfing 
role within their organisations. Contact: 
Kate Jenkins at Business Intelligence 
Id: 0181 879 3355 fax: 0181 879 1122 
Email: kate-jenkins^T business - 
tffialligmcexo.uk 

LONDON 

OCTOBER 21-22 
Corporate Agility 97 
Corporate agility and resilience ore key 
requirements io compete successfully in 
Ae current dimare of continuous chance. 
Recognised experts and leading 
tsg a n i s a tieps gather mate to examine 
hour tactile iuiptenmi. mage redsfpon 
dange for sunrabie advnage. Grace 
far bHadButatalya* 

Td: 0181 879 3355 Fax: 0181 879 1122 
Email: kBejenlinsg’busincss- 
iiacnig mtTco . u k 

LONDON 


IT/IS Outsourcing 97 


flexible, controllable, successful IT/IS outsourcing 

The right IT/IS capability, delivered at the right cost will make or 
break your business. The challenge for decision makers is to 
maximise the value that outsourcing can provide by negotiating the 
right contract with the right degree of flexibility andconreoT. 
IT/IS Outsourcing '97 wiD help you to meet this challenge. 


The conference 
Quni 


me has been pur together by Morgan 
and will include speakers from: 

Id • Novartis Pharma GmbH • British Airways • RAC 
Esso • Inland Revenue • Royal Sun Alliance • ScottishPower 

For further details and a full conference brochure call 

+44 (0) 181 910 7705 

Lifti^^^ourclng 97 



Gwunioniieaflh Business Funaii 


ThePtHneMlneterebf Barbados, 
Canada, Singapore and the UK 
have already apeed to address 
this unique event, arranged on 
the eve cri the 1997 Commonweal*! 
U n o c to of Government Moo ting. 

The Foium w# provide an 
flRduahre platform to develop 
further trade and Investment within 
the C u mmawwalth. todustiy 
oortifixjtors Include Chatnrien and 
CEOs from AriTBrfl Qoldhta, 

Bajri Auto. Eskom, Fletcher 
Chaflenge, Habib Bank, HS8C 
Hckinga. New Africa tovBsment#, 
Stogapore Pramrand TrandWd 
Defence Systems. 

Enquiries: Sarah Gibb 
Tel: 444 171 896 2639 
Fax: +44 171 8962896/2697 
a-mafl: aara hg8 pa w soo-pcu.com 


London 


71b Bil FT Diamonds Conference 
Thb years event wfl review ritaing. 
financing and markefing and 
dficuss tends to ma}or consumar 
marfctes. Corttmadspaakers 
Include: 

The Hon D Magarg, 
hMstar tri Mneral ftasouces and 
Water Aflahs. Botswana; 
Mraaphen C Lubsoc De Bean; 

Dr Joseph Lazanwich, 

Dapwtmenl o( kitten Affairs & 
Northern Development, Canada; 
WUkeMKtei. 

Argyie Diamonda, 

Mr Martc Coctoe, 

Diamond Internationa] and 
MrAshishK Mehta, 
KanauChhotolal. 

Enqulrtoa: Sarah GB>b 
1W: 444 171 B96 2839 
Fax: 444 171 896 26060697 
wall: aa rehgg paafBon-projoni 

London 


Conferences 

& 

Exhibitions 


The Balanced Scorecard 

27 October 1997, Brussels 
Activity-Based Cost 
Management 

28 October 1987. Brussels 

Roberts Kaplan, 

Harvard Buenass School 

Adding and Managing 
Economic Value 

29 October 1997, Brussels 

30 October 1997, London 

G. Banned Smart. 

Stem Stewart & Co 
For iufl details of these 
programmes, please contact 
Kathryn W as te tvcl d at 
Management Centre Europe 
TO: 432-2-543 21 00 

Brussels, London 


Utility Congress - 
Winning the Revolution 
Utility week magazine In 
association with CSSA have 
organised a two day conference 
and exhibition to provide an 
opportunity for anyone with an 
Interest In utility matters to 
learn how other Industries have 
coped with the deregulation, 
competition and revolution that 
utilities In Britain and worldwide 
now face. 

Senior executives of worldwide 
utility companies, their 
business partners and related 
Industries will discuss key 
issues facing the utility industry. 

Coobffc Aogela Joses on 
hit OT 81 6523518 


Conferences 

& 

Exhibitions 


OCTOBER 28-29 
Advances In Aslan Equity 
Management: Style Investing 
Gain owigto imo various approaches 10 
equity nveang in Astc team bow diems 
and consultants select. Integrate, and 
evaluate managers: and discover way* to 
add value to your investment processes. 
Contact: AIMA in the USA 
TH: 1(804)980-3668 
Rue: 1(804)980-3634 
Imemec bttpy/wwvraiBuung 

SINGAPORE 

NOVEMBER 4 & 5 
The New City Regulator 

Can il PltKNt Investor* and Support 
London's Positions as a Leading 
PI— dal Centra? This FT conference 
will review the smicture of the new 
Securities and inve s tment Board. ‘Super- 
SIB', focusing on the im pli ca ti n g , (or the 
businesses, products and markets it win 
rrpitawr. Enquiries: Sian Fnuun 
Td: 0171 896 2626 
Fax: 0171 896 2696 
Email; SMif^peamo-procom 

LONDON 

NOVEMBERS & 6 
A New Century In Publishing 

Speakers include: The Rt Han Michael 
Heserine MP: Nigel Stapleton. Reed 
Elsevier; Mflrjcrir Samfion. Pearson rfr: 
Michael Lynm. Kogitin: Max Hastings, 
Editor. Evening Standard; Ms Dorothea 
Cocccti Palsho. President. Dour lanes 

knenctiveMtUtint 

CcntKL‘ FT Conferences 
Td;+44 171 896 2626 
ItoL +44 171 896 26W2697 
e-mail; sianfgpearsan-projxim 

LQNTX>N 

NOVEMBER 11 &12 
Tho 9th Armml FT Petrochemical 
Industry C o nference 
This conference will review 
developments in world markets and 
challenges facing this key industrial 
sector. Speakers include Bryan K 
Sanderson, Oiief Executive Officer. BP 
Chemicals and Vice President, CEF1C, 
ad Dan W Botvin. President and Oiief 
Operaiins Officer, Nm Chemicals. 
Contact: Sarah Gibb, FT Conferences: 
Td 444 171 896 2639 Fax 444 171 896 
2696. E-mail sarahB@rpearscn-fio.eofli 
LONDON 


Managing for Vaine: Moving 
from theory to practice 
Businesses mw have to go 
beyond tradtlonal financial 
measures io adopt new and 
innovative approebes to creating 
value. This conference wW 
explore how shareholder value 
thinking is now being tr an s la ted 
Imo a management disciptne, 
leading to effective business 
results. 

Speakers include; 

Credit Suisse First Boston, 

Price Waterhouse, VJoydsTSB 
and the Tl Group. 

Contact: NJck Tribe 

TO: 0171 830 1154 

Fax: 0171 831 0228 

Emdfc nfStiuUruTtaaarpuaBvaccni 

RatflssoB SAS POftaas Hotel, 

London 


NOVEMBER 20 & 21 
FT E cono m i c Monetary Union 

Focusing on the economic impact of 
EMU, the operations! fwuu c w art and the 
strategic implications for banks, capital 
marten and European bated cevpo rai es. 
Speakers include: Tbe Ri Hon Kenneth 
Clarke QC MP. Mr Howard Davies. 
Deputy Governor. The Bank «f Engtand; 
MrGdrald Ptenradel. Motif SA. 

Ba^rties Lucinda Robots, FT Ganfcrcnaes. 
Td: *44 017! 896 2120 
Fax: -*44 0171 896 2696/2697 
Email: tuciHlBigtpearaan-prexom 

LONDON 

NOVEMBER 24 & 25 

FT Mastering Ftaanoo Conference 

This conference builds upon the rec ces * 
of the popular Financial Times 
"Mastering France". Sessions will be 
led by experts who contributed to thb 
series, offering a rare opportunity for 
lively debate and diecusriw. 

Bapmiec Lueinta Rcbotk FT Omfaences. 
TO: 444 0171 8962120 
Fat! -*44 0171 896269612697 
EmaiL- lueind a( ig>pe ai son-projom 
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1997 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

It is vital that today's finance professional keep 
abreast of the latest developments. For the 
past decade iCMB has built a solid reputation 
training executives from over 800 Institutions 
and 80 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skffls which enables them to profit from complex 
challenges in a rapidly changing environment 
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1 Kevin Wilson August 18-22 

MODERN SECURITY ANALYSIS FOR 
PRACTITIONERS * 

2 Hashem Pesaran August 25-29 

FORECASTING TECHNIQUES IN 
FINANCIAL MARKETS 

3 Richard Levich September 1 - 5 
EXCHANGE-RATE AND INTER E ST-RATE 
ECONOMICS 

4 Stephen Schaefer September 8 - 12 

BOND PORTFOLIO AND INTEREST-RATE 
RISK MANAGEMENT 

5 Anthony Neuberger September 15 - 19 
THE USE OF DERIVATIVES IN 
PORTFOLIO MANAGEMENT 

6 Giorgio Questa September 22 - 26 

IMPLEMENTING AN EFFECTIVE RISK 
MANAGEMENT SYSTEM 

7 Hans Genberg September 29 - 30 

THE ECONOMIC IMPLICATIONS OF EMU 

0 Mike Staunton October 20-24 

EQUITY PORTFOLIO MANAGEMENT 

9 Alessandro Panati October 27 - 31 

GLOBAL ASSET ALLOCATION 

10 Rene Stulz November 3-7 

RISK MAN AGEMENT TOOLS AND 
STRATEGIES 

11 David Cox November 10 - 14 

QUANTITATIVE TECHNIQUES FOB 
FINANCIAL MARKETS 

12 Salih Neftd November 17 - 22 

ADVANCED MATHEMATICS OF 
DERIVATIVE PRODUCTS 


For our detailed brochure, please contact: 
Fabienne Scagliola or Beatrice Candotfi 
ICMB 

Av. Blanc 49 

1202 Geneva, Switzerland 
Tel: +41-22/73195 55 
Fax: +41-22/731 95 75 
http://h 0 iwww.urige.ch/icmb 
e-mail icmb6hei.unige.ch 


LANGUAGE COURSES 


To 

advertise 

in 

Language 

Courses 


Please contact 
Vivenne Eka 


+44 10) 171 873 3218 


FAST, EFFECTIVE, AFFORDABLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not 7 Did you lose out to a competitor 
who did speak the language of the customer? 
Don't let it happen again - 

Call BERLITZ for details of 'Doing Business In' 
French/German/Spantah NOW on 

0171 -915 0909 
0121 - 643 4334 
0161 - 226 3607 
0131 -226 7198 


Helping the World Communicate, 


To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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BUSINESS TRAVEL 



Travel Update * Roger Bray 


Hope on US tax 

Glimmers of compromise 
have emerged over 
threatened new taxes on 
flights to and within the US. 
Two separate proposals from 
Congress could add an extra 
$25 (£15) to the cost of a 
transatlantic round-trip 
10 per cent to the US 
domestic segment of 
international services. This 
has angered the National 
Business Travel Association, 
whose 2,000 members 
includ e travel managers at 
many of the US’s biggest 
companies. Its president, 
Judie Shyman, says it is 
“incredible that Congress 


seeks to pick the pockets of 
business travellers”. The 
NBTA says there are now 
signs that Congress might 
agree to something less 
painful, reducing the 
additional burden on 
international travellers to 
$14 and withdrawing the 10 

per cent threat 

Thieving police 

Thieves posing as policemoi 
have been a problem in 
Romania ter some time. 

Now the genuine variety is 

a hazard, too. Hie UK 
Foreign Office warns they 
have been inventing traffic 


offences and demanding 
hard currency fines. So far, 
it says, incidents have 
Involved foreign-registeed 
vehicles. Bat there is a 
danger that rental cars 
could be next 

Fog navigator 

When fog descends, some air 
travellers are more equal 
than others. Those flying to 
leading airports on aircraft 
with the most sophisticated 

navigation equipment are 
most likely to avoid 
disruption. The rest face 
cancellations, delays and 
diversions. For customers of 
Switzerland’s Crossair, the 
odds against arriving on 
time look less daunting. The 


airline is fitting its 25 Saab 
2000 turboprops with a 
head-up guidance system of 
the kind developed ter 

military jet aircraft. Crossair 
says this is the first time 
safety authorities have 
approved its use on 
turboprops. It will enable 
the aircraft to land in all but 
the thickest pea-soupers. 

Hotels revamped 

The Wes tin hotel chain has 
taken over management of 
two German hotels - the 
Grand in Berlin and the 
BeDevue in Dresden. Both 
are to be ftiily refurbished 
at a cost of SlOm (£5Jm) 
and $20m respectively. The 
Grand is on the corner of 


Dxrter den Linden and 
Friedrichstrasse. 

Lisbon set fair 

Lisbon could be a cheap 
place to do business for 
most of nest year. 
Consultants Panned Kerr 
Foster expect 12 new hotels 
to open in time for the Expo 
trade fair, which opens not 
May. Developments already 
announced include the 
220-room Carlton Palado 
and a 327-room extension at 
the five star Tivoli Lisboa, 
This suggests that while 
hoteliers will benefit from 
heavy demand in summer, 
there will be over-capacity 
and intense price 
competition when the fab- 


doses in September. Room 
price increases than have 
hardly soared recently. Last 
year the average rate 
customers paid - as opposed 
to that advertised - rose by 
less than 1 per cent against 
the previous year’s figure. 

Surf Qantas 

Up-to-the-minute 
information on Qantas 
flights - with details of 
problems such as delays or 
diversions - is available on 
a new web site (http: // 
www.qantas.com.aa.). 
Members of the airline’s 
Frequent Flyers scheme can 
enter their membership and 
security numbers to find out 
their points totals. 
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ON-TRAIN TICKETS 



Kate Sevan reports- 



London to Paris: train v plane 


To find out which is the fester and more 
civilised way to have a day-trip to Parts from 
London. Since the launch of the Eurostar, 
the management of the service has been 
taken over by London & Continental 
Railways, a consortium Including Richard 
Branson’s Virgin empire. The service was 
cutafled last year after the fire h the 
Channel tunnel, operated by Eurotunnel, 
and a ful timetable was restored In June. 


To measwe the time spent tra vetting from 
my home In Rjfcam, west London, to Gare 
du Nord In Paris, a suitably central point, 
sard back to Fulham the same day. I took the 
0753 Euiuatar from Waterloo Interna ti on a l, 
and returned on the 1710 Eurostar. Then I 
flew on Air France's 081 5 service from 
London Heathirow to Charles de GauBe 
airport, returning on its 1700 flight. 


Air Franco total actual travelling tfrne from 
Fuftiam to Gate du Nord was 1 hour 29 
minutes on the outbouid Journey, and 2 
hours 12 minutes on the return. Eurostar's 
travelling tine’ to Gate du Nord was 3 hours 
11 minutes outbound, and 3 hours 
mfrtutes on the return. 


On the road 
to virtue 


Business travellers are a 
virtuous lot They work lon- 
ger hoars on the road than 
In the office and if they eat 
less healthy food, they work 
it off in hotel health clubs, a 
survey Indicates. 

For most of them, travel- 
ling for the company is not 
such a sacrifice. More than 
one-third say it makes them 
feel important, two-thirds 
welcome it as a break from 
routine and 94 per cent 
return with a sense of 
achievement. 

In spite of the flight delays 
and missing bags, a mere 
one in 20 found travel very 
stressful and only 16 per 
cent would be unequivocally 
happy to give np trips if 
doing so did not harm their 
careers. 

This latest look at the way 
flying executives ffibiif and 
react comes from the Hyatt 
Hotels rfiain which commis- 
sioned a survey of 500 male 
and female executives in the 
US and Canada. 

Though they spend most 
of their time stack at air- 
ports or in meetings, three- 
quarters said they enjoyed 
trips because of the opportu- 
nity to see new places. 

One result of this survey Is 
that Hyatt will reconsider its 
policy towards “fine dining " 
restaurants at its US hotels. 
Craig Parsons, international 
sales vice-president, says 


what most surprised him 
about the results was the 
extent to which business 
travellers enjoyed good eat- 
ing while away from home. 

The taste for finer things 
is not the result of expenses 
beneficence by North Ameri- 
can companies. Almost four 
out of five of those ques- 
tioned said that in spite of 
recovery from recession 
their companies had not 
loosened the reins. 

The family loomed large in 
answers about the main 
sources of stress while trav- 
elling. Half of those ques- 
tioned fret about not being 
at home to protect partners 
or children, and even more 
worry about missing birth- 
days and anniversaries. 

Modern communications 
are a mixed blessing, it 
seems, with nearly one-third 
uneasy at being connected 
electronically to the office 
round the clock. 

But overwhelmingly the 
greatest cause of anxiety is 
the work waiting to be done 
back at base. 

Women suffer greater 
stress - and not just because 
they rarely trust husbands 
to look after children and 
home. They feel they are 
under heavier pressure than 
male counterparts to suc- 
ceed in their missions. 

Roger Bray 
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INVESTOR RELATIONS 

Enhanced role carries risks 

Keeping shareholders informed can have big rewards, says Alison Smith 


T here was a small 
consolation for 
National Westmin- 
ster Bank's investor 
relations managers last 
month, when they were 
runners-up in the crisis man- 
agement category of the 
Investor Relations Society 
awards. 

The award was for their 
handling of the mis-priclng 
of interest rate options dis- 
covered early this year. But 
they have had fresh chal- 
lenges since then. 

NatWest has faced 
renewed questions from 
institutional shareholders 
about its strategy, and com- 
plaints that they have not 
been kept informed, in spite 
of the offer from Lord Alex- 
ander. NatWest chairman, of 
holding meetings to clarify 
the bank’s strategy. 

The NaLWest experience is 
an example of the increas- 
ingly prominent role 
assumed by investor rela- 
tions in the past few years in 
the UK’s largest companies. 

In some cases, events have 
forced individual companies 
to recognise that they must 
communicate more effec- 



Lord Alexander offer 


tively with institutional 
investors. For example, 
Andrew Mills was head- 
hunted to become the first 
director of investor relations 
at Kingfisher, the UK retail 
group, in 1994 when its share 
price was one of the worst- 
performing among the UK’s 
100 largest public companies. 

For British Petroleum, the 
abrupt departure of Sir Rob- 
ert Horton as chairman and 
chief executive and the cut 
in its dividend in 1992 was 
the spur. 

Peter Hall, BP Investor 
relations manager, recalls 
being given a clear role In 
addressing shareholders' 
concerns. "We went about it 
by setting a number of finan- 



Sir Robert Horton: left BP 


rial targets and updating 
investors with our progress 
against those targets in suc- 
cessive quarters. We moved 
from a reactive process, to 
one which was focused and 
pro-active," he says. 

Beyond such special cir- 
cumstances, broader forces, 
which reflect changing atti- 
tudes among big sharehold- 
ers, have been shaping a 
larger role for investor rela- 
tions. According to one 
investor relations expert, the 
main factors are the concen- 
tration of control among the 
largest investors, the grow- 
ing Importance of corporate 
governance, which encour- 
ages shareholders to take a 
more active role, and the 


influence of American insti- 
tutions which are accus- 
tomed to having better Infor- 
mation from the companies 
they own. 

Another factor is the 
growth in the regulatory 
framework governing com- 
munication between compa- 
nies and their shareholders. 

Where companies get it 
right, there are big rewards. 
Simon Brocklebank -Fowler, 
a managing director of Citi- 
gate, the corporate and pub- 
lic relations company, 
believes that good investor 
relations can improve the 
valuation of a company by 
10 to 15 per cent 

He points to a survey last 
year by opinion pollster 
Mori, which suggested that 
that Institutions regarded 
management as the single 
most important element in 
how they valued companies; 
and that management’s han- 
dling of communications 
was more important than Its 
financial performance in 
their assessment of an 
organisation. 

But the enhanced role for 
investor relations carries 
risks. One is over-elabora- 


tion. While institutions 
appear to welcome more 
meetings with executives, if 
these become too structured, 
they may defeat the purpose 
of enabling shareholders to 
find out what they want to 
know about their companies 
and to judge their manage- 
ments. “Investors prefer 
question and answer ses- 
sions to formal presenta- 
tions." says one leading cor- 
porate broker. 

Another danger lies in 
high expectations of what 
can be achieved. “Investor 
relations can’t turn a dog 
into a star," says Brockle- 
bank-Fowler. 

Bob Cowell, a partner at 
Makmson Cowell, a special- 
ist investor relations compa- 
ny. says: “The key role of an 
investor relations manager 
or adviser is to try and keep 
the perception of the market- 
place in line with the reality 
of the business." 

If such advisers are to 
make the most of their 
enhanced role, they must 
also keep the perception of 
their managements in line 
with the limits to what they 
can achieve. 


MARKETING 

BT goes ethnic 

Meg Carter on talking to minorities 


B ritish Telecommu- 
nications has 
appointed its first 
ethnic marketing 
consultancy In an attempt to 
improve communications 
with Britain's 3.3m ethnic 
minority population. How- 
ever, many mainstream 
brands are not fetlring this 
area seriously - a costly 
oversight ethnic marketing 
specialists maintain. 

Ethnic minorities in the 
UK account for El3bn of con- 
sumer spending, says ethnic 
specialist Mediareach Adver- 
tising. the consultancy work- 
ing with BT. However, many 
feel ignored by mainstream 
brands, says managing direc- 
tor Saad Saraf. 

“Few companies think to 
develop ethnically-targeted 
campaigns and those that 
do. all too often play safe, 
avoiding certain images and 
relying on text rather than 
trying to understand the 
market and make relevant 
or topical references." he 
says. 


Ethnic marketing is not 
Just about translating an 
advertisement into Hindi or 
Cantonese. Understanding 
the language and the way of 
life is a prerequisite, says 
Sharif Choudhnry, manag in g 
director of consultancy 
Trans -Cultural Marketing & 
Management. “You always 
has to look at marketing 
from a cultural perspective." 

This mi ght mean creating 
an advertisement dedicated 
to a particular ethnic mar- 
ket, or avoiding advertising 
in favour of sponsorship or 
event marketing which, 
when relevant to a local 
community, can have more 
impact 

“Timing of campaigns is 
another issue. Holidays such 


as religious festivals have to 
be taken into account," says 
Choudhury. 

It is these concerns that 
persuaded BT to develop Ini- 
tiatives aimed at the ethnic 
market “It is an increas- 
ingly important area for us,” 
says Sholto Douglas-Home, 
BT’s head of consumer 
advertising. “We regularly 
run reduced-price promo- 
tions ter different consum- 
ers. For any route-specific 
discount it makes sense to 
target the people most likely 
to make use of it” 

BT is running adverts in 
Cantonese and Hindi and 
has tailored advertisements 
to different ethnic groups to 
promote its price cuts on 
calls to Hong Kong, Malay- 


sia, Singapore and South 
Africa. A separate initiative 
involves a help-line offering 
callers information in Hindi. 

“We sure monitoring 
closely what other compa- 
nies are doing with other 
ethnic groups, especially in 
the US where ethnic market- 
ing Is far more developed 
than here." says Emilios 
Theodosious. BT residential 
services market manager. 

In the US about a quarter 
of the population is defined 
as belonging to an ethnic 
minority - one reason why 
global advertising network 
Bozell Worldwide launched a 
joint venture aimed at the 
black American market 

Mark Lund, managing 
director of Delaney Fletcher 


BozeB in London, Is sceptical 
about the scope for ethnic 
marketing in Britain where 
the minorities make up only 
6 per cent of the population. 

“In the UK, economies of 
scale are stacked against 
you,” he believes. “Local 
campaigns for particular toi- 
letries and foods may be an 
exception, but generally, it’s 
a costly and tricky affair for 
a mains t ream brand." 

However, Seamus O’Far- 
rell, AMV.BBDO account 
director, believes interest in 
this area can only grow with 
increasing ethnic media 
opportunities and growing 
use of the internet 

There are many ethnic 
cable television stations in 
the UK, including African. 
Arabic, Indian and Chinese 
services, he points out 

“These opportunities are 
allowing all companies to 
move towards micro-market- 
ing to small groups of indi- 
viduals rather than just 
mass audiences. It’s the way 
forward." 


Paul Woolmington * Ad Lib 

Big is not always 
so beautiful 

Time to break the stranglehold which current 
thinking about volume has on the media business 


I magine sponsoring a 
television programme 
such as Star Trek or 
Frasier. Indude cross- 
promotion through a media 
web rite and product place- 
ment in a chart-topping 
movie. Now add direct mar- 
keting through Blockbuster 
video stores' membership 
lists and a joint innovative 
research project on youth 
today. It’s a total communi- 
cations programme planned 
and negotiated with a single 
media owner. 

The takeovers and deals 
carried out by large con- 
glomerates such as Time 
Warner, Viacom and 
Bertelsmann suggest that 
they are in a race to become 
the biggest and offer the 
widest range of media 
opportunities. 

And the quest for “big is 
best" Is being played out 
not just among media own- 
ers but among businesses 
within the advertising 
industry. 

The advertising world 
speculates regularly about 
how WPP, the advertising 
group, will implement its 
reported plans to merge 
the media operations of 
J Walter Thompson and 
Ogilvy & Mather, the 
group’s two ad agencies, to 
create buying clout through 
sheer size. 

AH this raises the ques- 
tion of just how beautiful Is 
big? Many media operations 
at present seem obsessed 
with volume buying, where 
the basis for talking to 
media owners Is to demand 
a good price because you 
represent billions of dollars 
In revenue. 

But chanting mantr a- like 
“cost per thousand" to cli- 
ents can mean that real cus- 
tomers end up playing 
understudy to the numbers. 

Of course, media buying 
must be carried out on the 
basis of best, value for 
money. But as our commu- 
nications world becomes 


increasingly complex, 
shouldn't our rallying cry 
be for talent, superb think- 
ing and seamless marketing 
strategies? 

Today’s preoccupation 
with volume is driving our 
business to become a mere 
commodity, where virtually 
no one wins. 

And therein lies the rub. 
On the one hand, we read 
endless rhetoric from the 
most august of chief execu- 
tives urging advertising 
agencies to stand firm 
against the onslaught of 
competition from manage- 
ment consultants. This 
implies premium product 
and brain-power. 

On the other hand, these 
same professionals perpetu- 
ate the myth that media 
operations are simply about 
the cheapest buy and who 
wields the greatest clout 

It is time to change the 
debate so that it is no lon- 
ger a question of cheap 
communication, but a case 
of the right communication. 
Using media to communi- 
cate is about harnessing 
great strategy and a seam- 
less approach to make an 
impact on consumers' 
minds and hearts. It is 
about moving people to do 
things. 

Those who merrily con- 
tinue to bang only the vol- 
ume drum are blind to the 

The quest for 
‘big is best 7 is 
played out not 
just among media 
owners but also 
media businesses 
in the advertising 
industry 



fact that this approach 
is not going to satisfy 
where our business is 
going. 

That future is one where 
buying air-time and print 
space will have a dimin- 
ished, though still impor- 
tant. role as young adults 
are reached also by the 
Web, sports sponsorship, 
product placement, and 
direct marketing. Media 
will not be confined to con- 
ventional media available 
today. 

To be effective partners 
for our clients, we must 
break the stranglehold 
which current thinking 
about volume has on the 
media business. In this 
thinking, an advertising 
strategy starts with the 
planners and the creatives, 
and involves media special- 
ists only at a later stage. 

W e should, 
instead, har- 
monise cre- 
ative content 
with media context. We 
need to explore, understand 

and exploit all forms of new 

media and communication. 

So, I set a challenge to 
marketing executives. Dur- 
ing your next media presen- 
tation, judge your agency 
against this criteria: hac a 
total communications solu- 
tion been offered; has your 
media agency truly put the 
consumer at the centre of 
the media universe; will 
this strategy get into the 
head, the heart and the 
behaviour of the consumer? 

The world is moving and 
changing faster than the 
media business has been 
Prepared to admit, so tackle 
the future now. 

In the words of one of his- 
tory' 8 greatest Scons, Mae 
West; “To be big is good, to 
be good is better, but to be 
both is best" 

The author is Worldwide 
Media Director of Amrmrati 
Puns Untas. 
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TEI£VlSION 


Building a bridge to the digital age 

Sir Robin Biggam tells Raymond Snoddy of his plans for commercial television in the UK 

U ntil recently Sir having been in love for year because it guessed cor- had any proposition.'' say 

Robin Biggam. many years with Helen Mir- 
cbairman of the ren, the star of the Prime 
UK’s Independent Suspect detective series. 


U ntil recently Sir 
Robin Biggam. 
chairman of the 
UK’s Independent 
Television Commission, the 
regulatory body for commer- 
cial television, was best 
known for one nine-month 
period of his career. 

He may have been at 
Imperial Chemical Industries 
for 17 years, finance director 
of ICL, the computer group, 
before becoming m anag ing 
director, chief executive and 
then chairman of BICC, the 
cable and construction 
group, but there was also his 
brief involvement in a plan 
in the 1980s to span the 
English Channel with a mix- 
ture of bridge and tunnel 
Sir Robin believes it would 
have worked. The French 
were enthusiastic a nd Mar- 
garet Thatcher, the then 
British prime minister, liked 
the idea. But “the civil ser- 
vants in the UK were totally 
and utterly opposed to it 
because it was too imag ina- 
tive". says Sir Robin. 

He adds that the Channel 
tunnel took everyone's inter- 
est - just like his latest chal- 
lenge. broadcasting. 

“Everybody is aware of the 
broadcasting industry. It’s 
part of your life,” says Sir 
Robin in his first interview 
as 1TC r hainniwi 
Until January, when he 
became ITC chairman. Sir 
Robin bad a businessman's 
viewing habits: News at Ten 
on ITV. followed by News- 
night on BBC2. 

He confesses, however, to 


having been in love for 
many years with Helen Mir- 
ren. the star of the Prime 
Suspect detective series. 

But less than seven 
months into the job. and Sir 
Robin has already had to 
make two weighty decisions. 

The first was the contro- 
versial decision to award the 
main commercial digital ter- 
restrial frequencies to the 
consortium British Digital 
Broadcasting. He had first 
demanded that British Sky 
Broadcasting, the satellite 
television group, should 
leave the consortium while 
arguing that BSkyB chan- 
nels. such as Sky Sports, 
should still be available to 
BDB. 

He insists that the deci- 
sion to choose BDB rather 
than the rival Digital Televi- 
sion Network was the right 
one to give digital terrestrial 
television the best chance of 
establishing itself alongside 
digital satellite and digital 
cable. 

“As a business, BDB has 
probably got a good chance 
to succeed. Obviously the 
reason we insisted on Sky- 
type programmes was that 
we believed that gave them a 
greater opportunity to suc- 
ceed financially,” says Sir 
Robin. 

Last week he embarked an 
his second big project - the 
consultation process oo 
extending Independent Tele- 
vision licences, which will 
involve the ITC putting a 
value on each ITV licence 
and deciding bow much in 
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Sir Robin Biggam: a Helen Mirren fan 


extra taxes ITV should pay 
to the government 
The companies can decide 
to have renewed 10-year 
licences running from the 
beginning of 1999, 2000 or 
2001. Those like GMTV, the 
breakfast station, Yorkshire- 


Tyne Tees Television and 
HTV - which all made high 
bids in 1991 to win their 
licences - will be anxious to 
have their payments to the 
government reduced quickly. 

Central and Scottish, 
which bid £2.000 ($3,340) a 


ENHANCED COMPACT DISCS 


CDs with a better performance 

N s e l“Sl Alice Rawsthom on record 

S.S industry’s revived interest KrsX’-S 


N ew technologies 
sometimes have 
teething troubles, 
but when the first 
enhanced compact discs 
went on sale a few years ago, 
the technical difficulties 
were little short of disas- 
trous. 

Record companies were 
flooded with complaints 
from consumers whose com- 
puter processors had crashed 
while playing one version of 
the discs, which relay visual 
Images such as film footage 
and. text, as well as music.. 
Others reported cacophonic 
“white noise” had blasted 
out of their CD systems. 

A new generation of the 
discs has since been devel- 
oped which, the manufactur- 
ers claim, has overcome 
these problems. It is fairly 
common in the US for 
albums to be released using 
the new technology, and sev- 
eral acts are now experi- 
menting with it in the UK 
Next week, pop group 
Suede will release its new 
single. Filmstar. on 
enhanced CD featuring video 
eiipfl and film of the band 
recording its Coming Up 
album. Genesis plans to 
launch Congo, the first sin- 
gle from its forthcoming 
album, as an enhanced CD 
in September and U2 may 
develop one for if Cod WiU 


Tim Jackson 


Send His Angels, a single due 
out in November. 

Enhanced CDs look like 
ordinary compact discs, but 
behave like slightly less 
sophisticated CD-Roms. Sin- 
gles and albums only use 
part of the storage capacity 
on CDs, and the pnhanepri 
format harnesses the rest to 
relay the visual imagery. On 
an ; audio-CD system, an 
enhanced CD sounds like 
any other album or single, 
but when popped into the 
CD-Rom drive of a multime- 
dia computer, it shows the 
visuals too. 

The first wave of enhanced 
CDs. then known as CD Hus 
or Rainbow CD, got off to a 
shaky start. One obstacle 
was the technical issue. 
Another was that stores 
insisted on selling the discs 
with CD-Roms and video 
games, where retail prices 
and margins are hi gher than 
on audio-CDs, making the 
discs expensive for consum- 
ers. and squeezing record 
companies’ profits. 

An additional difficulty 
was the high cost of produc- 
ing the discs which, 
although slightly cheaper 
than CD-Roms. cost from 


$150,000 upwards if new 
material was required. Art- 
ists needed to invest time 
and energy in develo p in g the 
discs, which was difficult 
when they were locked into 
onerous composing, record- 
ing and touring schedules. 

Island Records recouped 
its investment cm the cran- 
berries’ doors and windows , 
a Rainbow CD released in 
1995. which sold 100,000 
copies worldwide. Virgin 
Records mustered sales of 
220.000 for the Rolling 
Stones’ Stripped CD Plus 
album. Yet these are low fig- 
ures for an industry which 
expects such acts to sell sev- 
eral million copies of their 
audio-CD albums. “There’s a 
market for enhanced CDs 
among techies, and the 
“completist" fans, who’ll buy 
everything an artist 
releases,” says Marc Marat, 
managing director of Island 
Records (UK). “But that mar- 
ket isn’t very big, which 
makes it difficult to justify 
the time and expense." 

The music industry has 
adopted a more cautious 
approach in developing the 
current crop of enhanced 
CDs. The revival of interest 


Don’t forget time is money 


It was a 
perfect illus- 
tration of why 
computers are 
so trouble- 
some. On a 
business trip 
to the US, I 
was attempt- 
ing to deal with e-mail and 
trying to be too clever. 
Instead of doing the simple 
thing - makin g a short inter- 
national call from my hotel 
two or three times a day to 
download the messages from 
London and send over my 
replies - I made the mistake 
of being too much a techno- 
logical purist 
Knowing that it ought to 
be possible to dial into a 
local internet node in the 
US. I tried to set up my PC 
to pick the closest Califor- 
nian number for my service 
provider and to use a calling 

card to connect there. 

The result was mayhem. 
Between the computer, the 
service provider, the access 
software and the modem, 
there were a succession of 
small but irritating technical 
problems which took more 
than three hours to solve. 

For the satisfaction of 
doing the Job right, and 
denying the hotel $50 (£30) in 
call revenues. I wasted 
□early half a day. 

Indulging technological 
machis mo is usually a mis- 
take. With computers, we 
get sucked into the attitude 
of saying Til fix this prob- 
lem if it kins me’, without 
realising the consequence is 


that it could. (The alterna- 
tive is to imitate the man in 
the US who pumped five 
rounds of bullets into his PC 
last week when it failed to 
respond to reason.) 

Looking back, it is easy to 
laugh at the irrationality. 
But most of us. businesses 
as well as individuals, are 
inconsistent about how we 
price our time. The same 
person who can waste an 
hour an a simple technical 
problem will have no hesita- 
tion in spending an extra £10 
on a taxi that reaches the 
destination 15 minutes 
before the bus or train. 

Only a minority think 
hard about the value they 
place on their time, and then 
act on their decision. One 
private banker 1 know hates 
fixing thing s around the 
house. He rails in a plumber 
to deal with every leaking 
tap. When he wants to hang 
a picture, he rails in a paint- 
er-decorator to bang in the 

nail 

Many big companies have 
a department to produce 
business presentations and 
to prevent highly paid spe- 
cialists from wasting hours 
fiddling with fonts and col- 
ours in PowerPoint One 
international consultancy 
goes further: it employs 
jokesmiths to lighten up the 
dense strategy briefings of 
its partners. 

The same company offers 
a house-sitting service for 
consultants who would oth- 
erwise have to stay at home 
waiting for a hea ti n g engi- 


neer or repair man on the 
grounds that the cost to the 
business of providing the 
service free to employees is 
less than the billable con- 
sulting hours saved. 

At first sight, you would 
expect that saving the time 
of highly paid executives 
ought to be uniformly a 
boom industry. But the 
results are patchy. 

Cellphone operators, for 
instance, have achieved 
spectacular success hi exact- 
ing a “mobility premium” 
from their customers for the 
convenience of being able to 
make a call while In transit 
and daring time that might 
otherwise be “dead”. But the 
phones stuck in the back of 
airline seats have not yet 
become popular; 1 have only 
once seen anyone use them. 

My belief is that two fac- 
tors determine whether a 

business will succeed in per- 
suading busy people to trade 
money far time. 

One Is certainty. The cus- 
tomer has to be confident 
the service will deliver on its 
promises. This is why so few 
people are willing to call the 
premium-support services 
that charges to solve com- 
puter problems. 

Whatever the reality, too 
many PC users find it bard 
to believe that the premium 
services will be quicker or 
better than the ill-informed 
support staff of software and 
hardware companies. 

The other factor is the 
entry ticket. Even if the 
price of the time-saving ser- 


vice is reasonable on a per- 
hour or per-project basis, 
customers tend to shy away 
from a high fixed cost at the 
outset. People who might 
easily spend a quarter of an 
hour on the phone at £2 a 
minute will refuse to pick up 
if they have to pay £5 to ini- 
tiate the first calL 

Similarly, people shy away 
from a call to a technical 
support service that commits 
them to a fixed sum of £15 
an incident. 

Oue key to success in 
offering these tune-for- 
mouey services is to accept 
human optimism as a given. 
Most people who waste three 
hours trying to solve a com- 
puter problem start out 
thinking it will take only ten 
minutes - even if the ten- 
minute problem lasted three 
hours last time. too. 

An ideal approach might 
be to invite customers to call 
in with a problem, but allow 
them to cancel the call if 
they solve it themselves in , 
the next ten minutes. 

The equivalent with air- 
line phones would be to 
reverse the pricing scheme. 
Instead of charging £3 to 
pick up the phone, the opera- 
tor could make the first 30 
seconds free, but charge £2 a 
minute thereafter. 

The result would surely be 
that scores of passengers an 
each flight would pick up a 
phone intending just to leave 
a short message, and end up 
having long and rather 
lucrative conversations. 
timJacksm@pobaz.com 


year because it guessed cor- 
rectly it was unopposed in 

its licence bid, will be hold- 
ing back to the last moment 

Sir Robin is suggesting 
that most taxes paid by ITV 
should be a percentage of 
advertising and sponsorship 
re ve nue, makin g it easier for 
ITV should advertising reve- 
nue go down. 

Last year £155m of the 
£400m in tax that went to 
the government was a per- 
centage of advertising reve- 
nue while the rest was the 
fixed bid. The ITC chairman 
believes that the sum paid 
by ITV wiD go down but the 
c ann y Scottish accountant 
will cast a sceptical eye on 
ITV’ companies spreading 
gloom and doom about the 
future. 

“We do observe what is 
happening in the market- 
place in terms of the last 
three or four bids for ITV 
companies which puts a 
fairly high value on those 
companies. It’s going to be 
an interesting game for the 
next 12 months.’’ says Sir 
Robin. 

While the shadow-boxing 
between ITV and the regula- 
tor continues, the next ‘con- 
troversy’ is likely to soon fol- 
low. Some ITV companies 
would like to try again to 
move News at Ten to an ear- 
lier time - an issue that pro- 
voked a political storm the 
last time it was attempted. 

“If they come in and say 
here is a proposition (to 
move Nines at Ten) we will 
look at it. But we have not 


had any proposition." says 
Sir Robin. 

Sir Robin wants to see a 
detailed review of the regula- 
tion of broadcasting m the 
UK before a new broadcast- 
ing act is introduced in the 
next two or three years. He 
would like to see the ITC 
become the single regulator 
of content for the broadcast- 
ing Industry, subsuming the 
role of the Broadcasting 
Standards Commission and 
the regulatory, though not 
the compliance role, of the 
BBC governors. 

Sir Robin points out that 
an ITV producer has to com- 
ply with two codes. “The 
whole area needs a funda- 
mental review." be believes. 

By the end of his five-year 
term as chairman. Sir Robin 
believes that the three digi- 
tal television platforms, sat- 
ellite. cable and terrestrial, 
will be established in the 
UK. although add-on ser- 
vices such as home shopping 
and banking will be vital to 
cable and satellite. 

Pay-per-view will be more 
important by then and more 
sport will have disappeared 
from terrestrial television 
“because the rights holders 
are going to want to negoti- 
ate the best possible price". 

But Sir Robin, the man 
who did not quite build a 
bridge across the Channel, 
believes that in five years 
ITV and the BBC will still 
hold "a strong position in 
the marketplace as far and 
away the largest broadcast- 
ers. but with some erosion". 
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in the format was triggered 
by a change in the rules 
regulating the UK singles 
chart, whereby enhanced 
CDs became eligible for 
chart entry. 

It is cheaper to release an 
enhanced CD as a single, 
rather than an alb um- And if 
existing material Is used, the 
production budget can be as 
low as £3,000, ($5,000) which 
means the discs will be 
priced the same as other CD 
singles. Most of the film foot- 
age on Suede's Filmstar, for 
instance, comes from the 
band’s promotional videos. 

Even so, the acts behind 
the new wave of enhanced 
CDs have opted for the for- 
mat because they have a 
strategic reason to do so. 
Suede wanted to do some- 
thing special to promote j 
Filmstar, the fourth single 
from the Coming Up album, 
released last autumn. Simi- 
larly, If God WiU Send His 
Angels will be the fifth 
release from U2's Pop, which 
has sold 5m copies world- 
wide. Genesis Is anxious to 
raise its profile before 
launching its first album 
with a new lead singer. 

If these releases sell well 
enhanced CD may well 
return to favour in tbe 
music industry - providing 
there are no more technical 
disasters. 



me 


Suede: new single released next week on enhanced CD 


I f you’re the sort of 
person who spends too 
much time online, 
then it's quite likely 
that you've forgotten about 
your income lax return. 

Then again, it’s also 
possible tbat you’ve 
already filled it in - using 
one of several specialist 
software packages which 
have come on the 
market since Britain’s 
tax authorities made 
the move to 
self-assessment. 

In any case, you've 
already been singled out by 
the UK government as a 
target user of the new 
inland Revenue web site. 

Launching the site 
( www .open.gov. ukjmrev i 
sot which is part of a 
campaign covering press 
and television. Dawn 
Primarolo. tbe financial 
secretary to the Treasury, 
said: “Research shows 
that access to the internet 
is higher among 
self-assessment taxpayers 
than for the general public. 
This new site Is a good 
way of targeting 
information in a 
user-friendly way." 

Tax sites on the Net are 
nothing new - every year 
as US citizens approach 
their filing deadline 
around Easter, a flood of 
sites appears, offering tips 
and downloadable 
software. 


t 


Similar sites arc 
springing up in the l r K. for 
example. Smart Tax 
( ww w jmarttax. a*, u k ) 
offers a stripped-down 
version or its tax 
assessment software. 

The Inland Revenue’s 
500-page site has 
downloadable versions of 
each of the forms required 
in Adobe Acrobat formal, 
as well as a screensaver 
featuring Hector. Us 
cartoon bowler-halted tax 
inspector. 


W ith about 8m 
people in the 
UK falling 
Into the 

self-assessment category, 
the revenue's site has 
information specifically 
tailored for the 
self-employed, higher-rate 
taxpayers, employers and 
tax advisers. 

The site, developed by 
the Central Office of 
Information and 
advertising agency DNA 
Communications, is served 
from tbe government’s 
Central Computer and 
Telecommunications 
Agency information 
service web server, so it 
can deal with heavy- 
demand. 
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I n a couple of weeks, Presi- 
Bill Clinton will escape 
the suffocating humidity of 
a Washington August to 
wae lus family to Martha's Vine- 
yard for their annual vacation. 

Iha choice of destination might 
seem an appropriate and uncom- 
plicated one for the first citizen 
of the US. The Vineyard, an 
intend treasure in cool summer 
waters off Massachusetts, is a 
resort where the Bast Coast elite 
have traditionally holidayed. 

But for Clinton, th is year’s 
break represents a form of libera- 
tion. Unlike almost all his prede- 
cessors, Clinton has no vacation 
home. Where former president 
George Bush sailed every year at 
Kermebunkport and Jack Kenn- 
edy partied at Hyarmis Port, the 
Clintons have been nomadic holi- 
daymakers, relying on the gener- 
osity of friends for their recre- 
ation. 

A rented house on the Vine- 
yard. with its gentle breezes, 
bookshops, and lush golf courses 


Clinton goes back to Martha 


was the natural choice In the 
first two summers of Clinton's 
presidency. 

Then came the age of Dick 
Morris, the president’s political 
adviser in 1995-96. a man whose 
powers of electoral divination 
were justly famous. For about 18 
months, Clinton could do nothing 
without consulting Morris, who, 
even some of his admirers say, is 
a cross between Machiavelli and 
Rasputin. 

Morris concluded that Martha's 
Vineyard was a political disaster 
area for the Clintons. Its associa- 
tion with the pampered rich 
made it a high-risk destination 
for a man of the people seeking 
re-election in 1996. 

Instead, Morris declared, the 
Clintons should do something 
rugged, something to set the 
American public's pulse racing. 


FT GUIDE TO: 


DATELINE 


Washington: 
President Clinton 
and his family can 
this year afford to 
take their holiday 
with the East Coast 
elite, writes 
Gerard Baker 


The Rocky Mountains was the 
place his focus groups seemed to 
prefer. And so the Clintons 
hiked, rode horseback and 
camped through Wyoming and 
Montana In full view of the cam- 


PROPORTIONAL REPRESENTATION 


There’s been a lot of talk over the past fortnight 
about Britain moving over to proportional repre- 
sentation. What’s going on? 

The government has been quietly going about 
changing the way people vote in Britain. In the 
past two weeks it has announced plans for PR to 
be used in three separate elections in 1999, the 
first time the system has been tried in the UK 

mainland 

The most surprising development was Tony 
Blair's Insistence the next elections to the Euro- 
pean Parliament in June 1999 would be held using 
PR. All other European Union countries already 
use PR for Euro-elections and - because of its 
special political circumstances - so does Northern 
Ireland. 

Elections to the proposed Scottish parliament 
and Welsh assembly, scheduled for May 1999. will 
he elected using a mixture of the first-past-the- 
post system and PR. 

What’s wrong with good old first-past-the-post? 
Its opponents say it is unfair and undemocratic. 
Firet-past-the-post operates in a constituency sys- 
tem: the candidate with the highest number of 
votes wins the seat. Its advocates say it is simple 
to understand, provides a link between MPs and 
their constituencies and tends to produce strong 
government 

Isn’t Tony Blair hostile to PR? 

Not in principle. In fact, by the time Mr Blair has 
seen through his constitutional reforms, most 
elections in the UK will be carried out using one 
form of PR or another. Ministers are also consid- 
ering extending it to some local elections or may- 
oral elections. 

However. Mr Blair’s oft-stated position is that 
he is 'foot persuaded" of the merits of P!R for 
elections to Westminster. 

Why doesn't he tw«k PR is appropriate for West- 
minster? 

Cynics might say he is hardly likely to disagree 
with a system which has handed him a 179-seat 
majority; that represents 64 per cent of the seats 
with 44 per cent of the votes. However, he says he 
is concerned that PR could break the constituency 
link, produce unstable government, and hand dis- 
proportionate power to minority parties, 
b he having second thoughts? 

Supporters of PR in the Labour party and the 
Liberal Democrat party think he is wavering. 
They point to his recent endorsement of early PR 
for Euro-elections and his decision to give Paddy 
Ashdown's party seats on a cabinet committee 
considering electoral reform. 

Labour has promised a referendum on whether 
to move to a PR system for Westminster elections, 
and will set up a commission in the autumn to 
look at different voting systems. 

Some people believe Mr Blair would be happy to 
hold the election of 2006/7 using PR. By then he 
would have carried out a 10-year programme of 
reform, and might be facing a more serious chal- 
lenge from the Tories. 


Doesn't PR leave minority parties in an unduly 
powerful position if they hold the balance of 
power? 

It can. That is why the Free Democrats are hardly 
ever out of power in Germany. Most PR systems 
have a lower limit threshold of votes, to prevent 
very small, fringe parties winning seats. 

Not surprisingly the most enthusiastic support- 
ers of PR in the UK are the Liberal Democrats, 
who have been out of power since the first world 
war. They won 46 seats (7 per cent of the total 
number of seats) at the general election, when 
their 17 per cent of the vote would have won them 
about no seats under PR. 

Yon talk about PR, hot aren’t there a number of 
different voting systems imder the PR umbrella? 
There are four main alternatives to the first-past- 
the-post system. 

Purists prefer the single transferable vote sys- 
tem, where people vote in large multi-member 
constituencies for candidates on a lengthy list In 
a constituency returning five members, a party 
would require only one-fifth of the vote to secure 
one seat The system favours smaller parties, and 
is used in countries like Ireland, Sweden and 
Greece. 

Israel uses an even simpler form of PR: the list 
system where there is in effect one constituency 
covering the whole country. People vote for par- 
ties, not individual candidates, and seats are allo- 
cated according to each party’s proportion of the 
vote. 

The alternative member system, used in the 
German Bundestag. Is what is being proposed for 
Scotland and Wales. People vote for a local MP 
under the traditional first-past-the-post system, 
but then cast a second vote far a party. The 
parliament is then "topped up” on a proportional 
basis. This may emerge as an alternative to the 
present system for Westminster elections. 

The fourth system, the alternative vote, is not 
strictly proportional at all. This system, used for 
the Australian House of Representatives, is based 
on constituencies with electors voting for one 
candidate but ranking other candidates in order 
of preference. A successful candidate must win at 
least 60 par cant of the votes: if there is no 
outright winner, the candidate with the lowest 
vote is eliminated and his or her second prefer- 
ences redistributed, until there is an outright win- 
ner. 

It all sounds a bit complicated - no wonder the 
UK has stuck to the old system for so long. 
Which other countries still use first-past-the- 
post? 

The Electoral Reform Society puts it succinctly: 
"The only countries that use first-past-the-post 
are those which have been conquered by Britain 
at some stage in their history.” That means, 
among others, the US, Canada, India, Pakistan 
and Kenya. 


George Parker 



eras, before retiring with their 
billy-cans and Stetsons to Wash- 
ington, safe in the knowledge 
they had served a greater politi- 
cal purpose. 

With the election safely won 
last autumn, and freed from the 
demands of running for office, 
Clinton ran once again indulge 
his hedonistic tendency and head 
for the beach. 

The president's politically-moti- 
vated vacation decision offers a 
revealing glimpse into the dou- 
ble-think that pervades popular 
American social attitudes. 
Americans like to think of them- 
selves, with some justification, as 
the great classless people. 

No other nation comes close to 
being as free of bang-ups about 
what their parents did for a liv- 
ing or where they went to school 
Eighty per cent of American mil- 


lionaires, according to a recent 
survey, are first-generation rich 
and most are applauded for it 

But somewhere, not far below 
the surface, there lurk powerful 
resentments. A growing number 
of Americans, according to opin- 
ion polls, believe they are being 
stifled by the rich. 

And in recent years class war- 
fare has been a near constant fea- 
ture of political debate. Clinton 
portrayed himself in the 1992 
election campaig n as the man 
with humble roots taking on the 
Yankee aristocrat Bush. Pat 
Buchanan, the right-wing Repub- 
lican firebrand, led his "peasants 

with pitchforks" revolt a long 
way through last year’s Republi- 
can primary pampaig ns. 

Richard Gephardt, the Demo- 
crats' leader in tile House of Rep- 
resentatives, is building a coali- 


tion of the dispossessed with 
which to fight A1 Gore, the 
vice-president, for the Demo- 
cratic presidential nomination m 
2000 . 

Even this week, just days 
before the president goes to play 
among the rich, he is waging a 
highly effective campaign against 
a proposed Republican tax cut 
that would, he argues, be a gift 
for the wealthy, paid for by the 
ordinary working family. 

The timing of this outbreak of 
class warfare seems odd. The end 
of the cold war bad seemed to 
settle the debate between liberty 
and equality. And as the Ameri- 
can economy enjoys its best 
times for many years, more 
Americans than ever are enjoy- 
ing the benefits. 

But the 1990s have produced a 

hankiaab a gainnt the inequalities 


in American economic life that 
expanded alarmingly in 
1980s. Even the Republicans who 

won control of congress three 
ago on a radical conscrya- 
^agenda, offered a POP«jfct 
critique of the some of the 
inequalities that had grown in 
the last few years. 

The Martha's Vineyard epgode 
mints up the enduring political 
^SfbUitles of American class 
consciousness. According to Cbn- 
ton’s advisers, the problem with 

his being seen among 
was not that he was part of the 
upper classes, but that. m a pobt- 
ically important way. he did not 
Sly belong there. Clinton s 
appeal was as the poor boy from 
a single-parent family made good; 
If he mixed with the New 

cal image. Clinton stayed pub- 
licly loyal until the election at 
least, to the down-trodden. 


The Monday Profile: Eberhard Martini and Albrecht Schmidt 


M unich's two top 
bankers are a study 
in contrast. Eber- 
hard Martini is a 
jovial Bavarian who is fond of 
cigars, good food, Italian culture 
and traditional off-duty pursuits 
like hunting and fishing. 
Albrecht Schmidt who lived in 
east Germany until he was 16, 
does not smoke, is less e xtr ov er t 
though equally amiable and likes 
music and hiking. 

Both men are lawyers who 
have spent their careers at the 
banks they now head - Augs- 
burg-bom Martini at Bayerische 
Hypotheken-und Wechsel-Bank 
and Schmidt, bom in Leipzig, at 
Bayerische Vereinsbank. 

Last week in Munich they 
faced the press to announce a 
merger to form Europe's second 
largest bank after Deutsche 
Bank. With total assets of 
DM740bn (£245bn), Bayerische 
Hypo-und Vereinsbank will be 
bigger than Dresdner Bank, cur- 
rently Germany's number two. 

Schmidt, an architect’s son, 
and Martini whose famil y is in 
the textile business, have known 
each other for 30 years. But 
friendship will be not be their 
priority when the merger details 
are sorted out 

Apart from deciding which 
branches to close and how many 
staff to shed, the question of who 
will head tile b ank has to be 
answered. 

Both have said they will be 
available for the job. but the bet- 
ting among analysts and bankers 
is that Schmidt will emerge 
ahead. Not only is he. at 59, three 
years younger than Martini but 
he has built up a reputation as a 
clear thinker and decisive person- 
ality who has long forecast a 
shake-up in the banking sector. 

Schmidt, a supporter of the 
European single currency, has 
moved beyond the banking world 
to express strong views on the 
need in Germany for more 
deregulation, greater economic 
flexibility and a less rigid labour 
market 

Although Hypo-Bank has 
shown a capacity for innovation 
in such areas as direct brokerage 
and fund management - where it 


A study in contrast 



friends in banking; Eberhard Martini, left, and Albrecht Schmidt 


owns a majority of the UK's For- 
eign & Colonial Management - it 
has also shown weaknesses. 

Its recent profits performance 
has been erratic and some of 
Hypo-Bank's industrial holdings 
have performed badly. Moreover, 
Martini, a former president of 
Germany’s banking association, 
has not developed such a broad 
profile on banking and non-finan- 
clal matters as has Schmidt 

Analysts say Hypo-Bank, with 
a Roman Catholic tradition, has 
been run more conservatively 
than Vereinsbank, whose roots 
are mainly in the Protestant com- 
munity, and that it has lacked a 
clear strategy, despite greater 
attention to cost-cutting and 
shareholder value. 


“Hypo has not performed very 
successfully compared with other 
banks.” comments one analyst. 

As for the merger, “the archi- 
tect is dearly Schmidt not Mar- 
tini" he adds. “Schmidt comes 
across well, he articulates a stra- 
tegic view and his bank has a 
better record than Martini's.” 

In spite of his earlier image as 
a dynamic and unconventional 
banker, Martini's profile has not 
improved in recent years. “As 
chairman, you have to sell the 
bank to outsiders. Schmidt has 
done a better job in that respect 
than Martini” says the analyst 
The fact that Hypo will appear 
in the bank's name before 
Vereinsbank could be regarded 
as a gesture to ease the former’s 


acceptance that Schmidt will be 
in the driving seat Martini, as 
the elder man, could have an ini- 
tial period as chairman before 
retiring, but this might send 
wrong signals about its willing- 
ness to integrate the two 
operations vigorously, while 
expanding abroad. 

Schmidt sees the combined 
strength of the two banks - 
founded by Bavarian kings in the 
last century - as being mainly in 
mortgage business (where it will 
be European market leader), 
asset management, trade and 
project finance and the financing 
of Mittelstand (medium-sized) 
companies. 

“We want to push these activi- 
ties ahead in a European dimen- 
sion.'’ he says. 

He compares the domestic mar- 
ket approach with that of Lloyds 
TSB in the UK, with a strong 
emphasis on retail business. “In 
Germany, we will cover the coun- 
try." 

In a country where unemploy- 
ment is high and social consen- 
sus prized, cost-cutting will not 
be easy. So no estimate of likely- 
job losses has been given. “It will 
not be like the dramatic cost-cut- 
ting in the US,” says Schmidt 

One adviser says the savings 
the hank aims for in five years 
would be achieved in the US in 
half the time. 

The bank will also expand 
abroad and, through existing 
operations, it will be well repre- 
sented in eastern Europe, north- 
ern Italy. Scandinavia and the 
Baltic countries. 

There are ambitions on the 
investment side. “We could 
acquire something new in asset 
management" says Martini “The 
US is a strategic target." 

Both men agree Munich will 
gain in financial stature through 
the amalgamation, providing 
what Martini calls “lively compe- 
tition” with Frankfurt centre of 
Germany's capital markets. 

They are convinced the deal is 
right for both banks. “We will 
have to do a lot of thing s wrong 
if this isn't a success story." says 
Schmidt 

Andrew Fisher 


Peter Norman • Economic Notebook 


Germany in a frail condition 

Political attitudes impeding change in continental Europe 


There is something of the 
vulture in all economic journal- 
ists. 

So when the Kiel Institute of 
World Economics and the Massa- 
chusetts Institute of Technology 
recently convened an interna- 
tional workshop on “newly 
declining countries" with the 
clear inference that Germany 
was member of this group, a 
quarter of the 28 participants 
were from the press. 

More unexpected, given the 
tendency of economists to dis- 
agree. was the underlying con- 
sensus among the 21 academic 
and government economists that 
Germany, along with France, is 
in a frail condition. 

Although Germany may have 
some way to go before it can be 
branded the sick man of Europe, 
nearly all the economists at the 
Kiel meeting took a dim view of 
its present state. The country's 
economic miracle lies almost two 
generations in the past and, as 
the illustration indicates, it is 
slipping down the world compet- 
itiveness League. 

Faced with a complex and 
unfair tax system, unnecessary 
bureaucratic hurdles, an inflexi- 
ble labour market and a gener- 
ous social security system that 
tends to smother individual ini- 
tiative, Chancellor Helmut 
Kohl’s government has surely 
been right to prescribe a course 
of supply side reforms. 

The government's difficulties 
lie in implementing change 
against the wishes of some of its 
supporters, the opposition Social 
Democrat party (which controls 
the second chamber of parlia- 
ment), and a host of well organ- 


ised vested interests. 

But the Kiel meeting also high- 
lighted some cultural and politi- 
cal attitudes that could be 
Impeding change in continental 
Europe. Dennis Mueller, speak- 
ing with the perspective of an 
economist who has worked in 
Berlin and the US before moving 
to Vienna university, noted a 
tendency to rely on governments 
and hold them responsible for 
developments, whereas “in a 
democracy, we should hold the 
citizens responsible”. 

He singled out the Continental 
approach to social solidarity as a 
problem. The urge to equalise 
wages with the more efficient 
north of Italy and western Ger- 
many had. for example, 
destroyed jobs among low pro* 
ductivity workers in Italy's 
south and the new Under of 
eastern Germany. 

Some of Europe's political pri- 
orities seem quirky. Mueller 
pointed to the paradox that 

European politicians see poverty 
as a serious problem even 
though they live in one of the 
world's richest areas. 

The European practice of tax- 
ing labour while subsidising 
property is also damaging. This 
pattern of taxing the mobile and 
subsidising the Immobile is 
reversed in the US. which may 
explain some of America's dyna- 
mism and ability to create jobs. 

Nowhere is Europe’s tradition 
of state responsibility more obvi- 
ous than In the field of social 
policy where countries such as 
Germany have mandatory state- 
run social insurance systems. As 
Roland Vaubel of Mannheim uni- 
versity argued, these offer no 
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choice or competition. 

The financing of the welfare 
system means that Germany’s 
non-wage labour costs exceed 
their US equivalent by 176 per 
cent and those in Japan by 140 
per cent Vaubel said. No one 
can tell whether it offers value 
for money because “the welfare 
state suppresses discovery" of its 
true costs. 

These problems have come 
together at an unfortunate time. 
Horst Siebert, head of the Kiel 
institute, said Kohl's govern- 
ment had less room for manoeu- 
vre than previous Bonn adminis- 
trations because capital and 
productive investment could exit 
the country more easily than In 
the past. It is also easier for 
other countries to import know- 
how and technology. 

These manifestations of global- 
isation mean that nations nowa- 
days have less time to put their 


economies in order. It is difficult 
to imagine Germany or any 
other newly declining nation 
being able to follow the example 
of Britain, which experienced a 
century of relative decline 
starting around 1885. it was only 
in 1979 that sufficient anger and 
frustration had built up In 
Britain to bring to power a gov- 
ernment with the will to imple- 
ment change. 

Ge r many still lacks the sense 
of crisis that characterised 
Britain in the so-called winter of 
discontent But there have been 
some calls for radical change. 
President Roman Herzog, in a 
notably frank speech in April 
l amented Germany’s “loss of eco- 
nomic dynamism, the ossifica- 
tion of its society and an incredi- 
ble mental depression” and 
urged Internal renewal” to over- 
come the crisis. - 

Inspired by the president’s 


speech, Hans-Olaf Henkel, head 
of the German Federation of 
Industry (BDI>, this month 
demanded a national debate 
about the political paralysis 
which he saw resulting from 
Germany’s federal structure and 
system of proportional represen- 
tation. Henkel pointed out that 
other countries had engaged in 
“political engineering” or “con- 
stitutional re-engineering” to 
enable their economies to com- 
pete more effectively in the 
global economy. 

The reaction to Henkel was 
instructive. Rather than trigger- 
ing a debate, his can for a consti- 
tutional rethink met with wide- 
spread criticism. This has 
reinforced Kohl's administration 
in its view that there would be 
no parliamentary majority for 
radical change to the way Ger- 
many Is governed. 

So. does the stalemate between 

tiie government-controlled lower 

house of parliament in Bonn and 
the opposition-dominated second 
chamber mean that Germany Is 
doomed to stagnate until it es»e- 
riences something equivalent to 
the UK’s winter of discontent of 
18 years ago? 

Not necessarily, says Rudiger 
wfltwedel a Kiel institute econo- 
mist and a passionate advocate 
of greater transparency as a way 
forward to reform. 

More openness in Germany 
could work wonders, he believes, 
if German voters knew that 

SS^iI^L 5 ? 00131 6ecuri ty was a 
oaa bargain, for example, thev 
would be less inclined to 
ttenr a*,, to govern S3 
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EDINBURGH 

Tha week-long Edribugh jazz • 

' festivafusuatty concentrates c»v . 
classic, mainstream sounds. More 
ccrtemporsrysourv3sapsofvo{fer 
tote-yea-aid the opening' . . 
weekend indudes a John Scofield 
trio on Saturday end ajazaftfp- 
hop combo tod by Ceurtney Rr» - 
(left) on Sunday. Both concerts . 
are at toe Queen’s Hal 
A retrospective of Sir Henry 
Raeburn, best-known of afl. ' 
Scottish painters, opens at the . 
Royal Scottish Academy bn : - 
Frtday. fr is the first fufi exhibition 

of to work for more than 40 : 
years, and includes 70 works ; 
chosen tromcofections arcxtod .- 
the world. 

LA ROQUE 
D’ANTHERON 

The park at the Chateau de 

Horans is the setting for a piano * 



ARTS 



festival which attracts some of 
the world's leading keyboard 
players to the south of France; 
The 1997 programme opens. * 
tonight With three Mozart_pteno 


concertos played by Zottan 
Kocsis. Redtafists over the next 
three weeks include Byron Janis, 
Leif Ova Andsnes, Gustav 
Leonhardt and Nelson Frefre. 


STENDELUON 

Every summer for the past _ 
25 years, thousands ot 

musicians and music ^Kp| 
(overs have flocked ■ 
to this North 

Cornish backwater ®tpj|p$P 
for e l D-day - 
celebration of 
classical music. The 
presiding figure ts 
Richard H'dcax {toft, 
with Mrs Vatican ^ 

WHBams), who conducts 
tomorrow's opening concert 

Works to be performed this year 
nctude Schubert's Lazarus and 
Vaughan WBtems* Pitgriirfs 


SANTANDER 

Mirella Freni sings MM in La 
bohemo on Saturday, the opaning 
performance of this monthlong 
Spanish feetivaL Other visitors 


vxjkjde the Orchestra FHarmomca 
defla Spate under MuH Bate 
the ppflsh Radio 
National Symphony 
r Orchestra. 

y^VLONDON 

I This week's Proma 

at the Royal Afoert 
Han include the 
European premtere of 
Sofia GubaniuSna's Viola 
L Concerto tomorrow (played 
by Yuri Bashrnel). a rare UK 
appearance by German mezzo 
Waitraud Meier on Wednesday 
and a setoclion of Beaties songs 
in the King's Singers Late-evening 
Prom on Thursday. 

Bernard Shaw's most famous 
play. Pygmahon. returns to the 
West End tonight - and to the 
Albery Theatre, where it was las! 
seen in 1974, with Diana Rigg 
and Aiec McCowen. Eliza 


Doolittle was to have been 
played by Emily Lloyd, but she 
putted out, and is replaced by 
Carfa Norris; Roy Marsden l Detar;, 
teflj is Professor Higgsts 3 nd 
Michael Elphck {below, right) is 
Doolittle. The director <s Ann 
Mitchell. 



T here are huge, stately 
willows along the peace- 
ful Avon. Swazis swzm 
in it, black ones as well 
as white, and seagulls 
perch on the banks, probably visit- 
ing from Lake Erie. For this is the 
Stratford, in Ontario; an 
old, appealing little town, famous 
since 1953 for the theatre festival 
begun there by the director Tyrone 
Guthrie (with Alec Guinness as 
Richard HD- 

You find the railway station an 
Shakespeare Street. I stayed in 
Romeo Street; Banquo. Guthrie 
and even Milton are similarly com- 
memorated. and there is an As You 
Like It Motel. Shakespeare has 
always been at the heart of the 
festival, but like Britain's Stratford 
it ha« branched out. The original 
giant tent was soon replaced by a 
giant amphitheatre (3000 seats), 
modelled on the one at ancient Epi- 
daurus but retaining Guthrie's 
Globe-style thrust stage and bal- 
cony. 

A 1901 vaudeville house has 
become the Avon Theatre (1100 
seats). More recently a 500-seat 
workshop theatre has been chris- 
tened after Ttom Patterson, the fes- 
tival’s local founder. Now, the festi- 
val fills almost half a million seats 
annually, from May to November, 
in all three venues simultaneously 
- this year with four plays in rep- 
ertory at each theatre. 

I saw five of the dozen plays, 
including three Shakespeares. In 
earlier years the festival used to 
have British (and American) stars 
alongside the natives; but nowa- 
days the only Brits are a few veter- 
ans of past seasons (and the 
Americans play at Stratford. Con- 
necticut). This is Canadian Shake- 
speare, which probably sounds no 
more or less like Elizabethan 
English than modem British does. 

Richard III, with the audience on 
three sides of the rectangular Tom 
Patterson Theatre, sounded nota- 
bly robust and lucid even at top 
sp 6 fiL'’The Richard was Stephen 
Oulmette - small, wry and prema- 
turely baggy-eyed, a superlative 
character-actor. (He has played Sir 
Andrew Aguecheek. the Antony 
Octavius, Mozart In Amadeus and 
Estragon in Codot: you get the pic- 
ture.) He was more peevish and 
nasty than truly menacing, and his 
seduction of Lady Anne was even 
less believable than usuaL 
Understandably. Lucy Peacock's 
distraught Anne remained a bit 
unfocused. Excellent p laying in 
several lesser roles; notably Peter 
Donaldson’s suave Buckingham, 
though he reacted dully to Rich- 
ard’s lethal rebuff. John Wood's 
production moved steadily forward 
without any vital rhythm, and he 
bad not inspired his cast to search 
far into the text At the end Rich- 
ard seemed to be ushered into 
Heaven by the little princes, a sin- 
gularly dire idea (even if it was 
meant to be Hell: one couldn’t tell). 

For The Taming of the Shrew in 
the Festival Theatre, the pack was 
re-shuffled: Peacock as a fiery, 
intelligent Katharina. Donaldson 
as a grizzled Petrochio with a des- 
perate wit. end Ouimette as his 
comically louche manservant Gru- 



BBC Proms /Richard Fairman 

BBC blows its 
own trumpet 

T he BBC is learning the tenor, though J.inie 
to blow its own Cairns in the title rol 
trumpet. Having fought back with sonic n| 1 1: 
surreptitiously loudest simong I have lu-.u 


Superb; peter Donaldson and Lucy Peacock in The Shrew*, successful Ry relocated to New York’s Little Italy 

Theatre as you like it 

David Murray visits the festival in Stratford, Ontario 


mio. Perhaps inspired by Jonathan 
Miller’s Rigoletto, the producer 
Richard Rose had set it in New 
York’s Little Italy. The result was 
not just first-rate, but exhilarating. 

Brooklyn-Itahan accents for the 
older generation (“God-a save-a 
you, sirs’"), broad American for the 
younger folk; dollars instead of 
crowns; a wealth of ftmny ideas, 
teeming one upon another with 
unstoppable verve. Only a mis- 
guided purist would object to the 
Italian interpolations, when so 
much more of the text was brought 
to pointed life than in almost any 
Shrew you might see. 

Peacock and Donaldson were a 
superb central pair, furious, canny 
and finally loving, and Rose’s solu- 
tion to the “problem" of Kathari- 
na’s final , abject declaration is too 
Ingeniously disarming to reveal. 
Too many deft performances by 
their colleagues to praise here; but 
Louis Applebaum’s score rollicks 
along with on- and offstage bands, 
and Graeme Thomson’s sets and 
lighting make fine effects. 

Rose's touch is not infallible. 


Back at the Tom Patterson, his 
Coriolanus was dimmer: badly 
blocked, often with nothing but 
actors’ inexpressive backs to watch 
from where I sat (Including Volum- 
nia’s throughout the great confron- 
tation-scene), and dressed in sense- 
less motley. 

Tlie hero. Tom McCamus - some 
Channel 4 watchers will remember 
him from I Love a Man m Uniform 
— had the right smouldering cha- 
risma, but a tin ear for verse; his 
lofty rhetoric sputtered- As for the 
podgy young Aufidius and his 
weedy tribe, rustic Canadian 
accents were the last thing they 
needed- 


S tratford goes in for mod- 
ern classics too. In the 
Avon Theatre. Janet 
Wright directed Sean 
O’Casey’s Juno and the 
Pay cock staunchly and honestly. 
The comic gusto which probably 
concealed tile bitter anger of the 
play from its first Dublin audiences 
was muted here; the Irish repartee 
of “Captain” Boyle and his feckless 


sidekick Joxer, accurately captured 
by James Blendick and Brian Tree, 
sounded as hand-me-down and 
charmless as it really is. 

The play just about stands the 
test of time, despite its raw melo- 
dramatic machinery. Lally 
Cadeau’s dour Juno was a tower of 
strength, well and plausibly sup- 
ported by everybody else (espe- 
cially Cara Hunter as the betrayed 
daughter, bleakly affecting) - 
except one young man who 
reduced the proceedings to high- 
school soap whenever he opened 
his mouth; but his role, luckily, is 
a minor one. 

Far more memorable was Arthur 
Miller's Death of a Salesman, also 
at the Avon, faultlessly set and lit 
(not easy) by Guido Tondino and 
Steven Hawkins, directed with 
acute sympathy by Diana Leblanc. 
As Willy Leman, A 1 waxman - a 
much-loved Canadian TV actor - 
strove for no tragic heights but 
remained a dogged, ordinary Joe 
while age and misfortune 
destroyed him, and was the more 
moving for it. 


I thought Martha Henry's wife 
Linda excessively suburban-sweet 
and gracious in the first half (her 
lines are more astringent than 
that), but she struck solidly home 
later. Their sons were beautiful 
studies: Graham Abbey's Hap anx- 
iously bright and brittle. Geordie 
Johnson's Biff exhaustively 
rounded and ruined - a noble per- 
formance. David Jansen's Bernard 
and Lewis Gordon’s Charley, lesser 
characters, were in the same class. 

Have I sounded too critical and 
captious? Stratford seasons in War- 
wickshire have comparable highs 
and lows. The Ontario company 
matches them with its own special 
strengths: New World forthright- 
ness and vigour, a blessed absence 
of thespian narcissism, regular 
trade-offs between leading roles 
and small parts that Britain’s 
Stratford has rather given up. 1 
admired them very much. 

Coriolanus. Richard UT and Juno 
continue in repertory until late 
September at least: Salesman and 
Shrew until November. 


T he BBC is learning 
to blow its own 
trumpet. Having 
surreptitiously 
changed the name of the 
Henry Wood Promenade 
Concerts to the BBC Proms a 
few years ago. it is now- 
advertising them more 
widely, offering repeat 
broadcasts on BBC Radio 3 
and making sure everybody 
knows about its commitment 
with a full page advertise- 
ment - "The BBC: You make 
it what it is" - in the pro- 
grammes. 

In the world of classical 
music the importance of the 
BBC, or more particularly 
Radio 3. has been enormous 
for years. The controversy 
rumbles on about how far 
the powers-that-be may have 
denied some living compos- 
ers access to the airwaves in 
the 1960s. so influencing the 
history of music in the UK. 
The BBC commissions mare 
new music than any other 
organisation and this week- 
end's concerts included two 
premieres as well as an 
interesting Proms' first. 

The latter was Komgotd's 
one-act opera Violanta. writ- 
ten when the composer was 
a precocious 17-year-old. 
Opera North had intended to 
mark Komgold’s centenary 
with a fully-staged produc- 
tion of the piece, but tbe 
money ran out (nice to know 
these problems extend 
beyond London). At the per- 
formances in Leeds the 
opera must have seemed 
shattering, because it was 
huge even in London’s Royal 
Albert Hall. A large orches- 
tra, extra brass and singers 
with voices of steel com- 
bined to give an idea of the 
opera's size, if nothing else. 

The teenage Korngold 
seems to have locked himself 
in his bedroom and com- 
posed at top speed with 
scores of Strauss's Elektro 
and Wagner's Tristan und 
Isolde open on his desk. The 
story is a schoolboy exercise 
in psychology, showing how 
a love-bate obsession can 
drive a pair of troubled souls 
to a Wagnerian Liebesiod. 
The music swims in a pool of 
late-romantic excess, intoxi- 
cating for the first 15 min- 
utes. until one starts to gasp 
for air. The English North- 
ern Phllharmonia. Opera 
North’s orchestra, conducted 
rigidly by Paul Daniel, strug- 
gled with it and could not 
help drowning most of tbe 
singers - mercifully in the 
case of Hans Aschenbach. 


International 


Guide 


■ AVIGNON 

THEATRE 
Avignon Festival 
Tel: 33-4-9014 1414 
Chant pour la Volga: The Battle of 
Stalingrad. Written, directed, 
designed, and performed with 
puppets by R&zo Gabriadz 6 ; at 
the ChapeUe des Penitents 
Blancs; Jut 28 

m DROTTNINGHOLM 

OPERA 

□rottningholms Sloth* teeter 

Tel: 46-8-4570600 
Orfeo: Swedish premiere of Luigi 
Rossi's 1647 version of the 
legend of Orpheus. The producer 
is Jack Edwards, the musical 
directors Stephen Stubbs and 
Paul O'Detta the designer Robin 
LinWater and the choreographer 
Lucy Graham. With the 
Drottningholm Theatre Ballet and 
Orchestra; Aug 2 ' 

■ LONDON 

CONCERTS 


BBC Proms, Royal Albert Hall 
Tel: 44-171-589 8212 

• BBC Symphony Orchestra: 
conducted by David Robertson In 
works by Haydn, Mozart and 
BartOk - initiating a major Proms 
retrospective of the Hungarian 
composer's work; Jul 28 

• European premiere of Sofia 
GubakJuHna’s Viola Concerto: 
performed by the Halid Orchestra, 
conducted by Kent Nagano with 
Yuri Bashmet on viola. 

Programme Includes works by 
Debussy and Shostakovich; 

Jul 29 

• BBC National Orchestra of 
Wales: conducted by Mark 
Wlgglesworth In works by 
Beethoven and Mahler. With 
mezzo-soprano Waitraud Meier 
and British tenor Anthony Rolfe 
Johnson; Jul 30 

• BBC National Orchestra of 
Wales: conducted by Mark 
Wigglesworth. Programme 
includes David Sawerts the 
greatest happiness prfncjpte, 
Bartfk’s Piano Concerto No. 3 
with pianist Stephen Hough, and 
Sibelius's Symphony No. 2 in D 
major; Jui 31 

DANCE 

London Coliseum 
Tel: 44-171-632 8300 

• The Kirov Ballet Fokina 
Programme 1 - first of two 
programmes staged by Isabelle 
Foklne, the choreographer’s 
granddaughter; Jul 31; Aug 1, 2 

• The Fountain of Bakhchisarai; 

Jul 28, 29. 30 

■ SALZBURG 

Salzburg Festival 


Tel: 43-662-844501 
CONCERTS 

• Phllharmonia Orchestra: 
conducted by Kent Nagano in 
works by Messiaen, Plrrtscher and 
Debussy; at the Felsenreitschules; 
Aug 1 

• Phllharmonia Orchestra: 
conducted by Kent Nagano in 
works by Messiaen, Plrrtscher and 
Debussy; at the Fefsenrefechule; 
Aug 1 

OPERA 

• La Grand Macabre: by Ligeti. 
New production conducted by 
Esa-Pekka Salonen and directed 
by Peter Sellars. Cast includes 
Willard White. With the 
Phllharmonia Orchestra and the 
Konzertvereinigung Wiener 
Staatsopemchor. Co-production 
with the Th 6 fitre du ChSteJet at 
the Grosses FestspJeihaus; Jul 28 

• Mitridats Re di Ponto: by 

Mozart Conducted by Roger 

Norrington In a new production 
directed by Jonathan Miller, with 
sets by Peter J Davison. Bruce 
Ford sings foe title role. With the 
Camerata Academics Salzburg; at 
foe KJeines Festsplelhaus; Jul 29 

• Die Erttfuhrung aus dem Serall: 
by Mozart New production. 
Conducted by Mark Minkowski 
and directed by Francois Abou 
Salem with designs try Fran cine 
Gaspar. With the Mozart 
Orchestra Salzburg and foe 
Konzertvereinigung Wiener 
Staatsopemchor; at foe 
Resxdenzhof, Jul 30 

• Die ZauberfIMe: by Mozart 
Christoph von Dohnfrnyi conducts 
a new production by Achim 
Freyer. With the Vienna 
Philharmonic and the 


Konzertvereinigung Wiener 
Staatsopemchor; at foe 
FelsenreitsculB; Jul 30; Aug 2 

THEATRE 

• Jedermann: by Hugo von 
Hofmannsthal. Revival of Gemot 
Frtedel’s production, designed by 
Imre Vincze; at the Domplatz; 

Jul 30 

• Ubussa: by Franz GriDparzer. 
New production directed by Peter 
Stein, with sets by Moidete BickeL 
Ubussa is played by DOrte 
Lyssewski; at the Pemer-lnsei; Jul 
28, 29, 30; Aug 1, 2 

■ SANTA FE 
OPERA 

Santa Fe Opera 
Tel: 1-505-986 5900 

• Cos! Fan Tutte: Kenneth 
Montgomery conducts Mozart's 
opera, sung in English, In a new 
production directed by Nicolette 
Molnar and designed by Bruno 
Schwengf; Jul 28; Aug 2 

• Ashoka's Dream: world 
premiere of Peter Lfeberson’s 
opera, with a libretto by Douglas 
Penick. Conducted by Richard 
Bradshaw, In a production 
directed by Stephen Wadsworth; 
Jul 30 

• La Travlata: Linda Brovsky 
directs this new production of 
Verdi’s opera, set in the Parisian 
demimonde. Christopher Larkin 
conducts; Jul 29 

• Semete: new production of 
Handel's opera, conducted by 
John Nelson and directed by 
John Copley. Elizabeth Futral 
sings the title role; Jul 31 

• Arabella: Janice Watson sings 
foe title role of Strauss's opera, in 


a new production directed by 
John Cox. The conductor is John 
Crosby; Aug 1 

■ SCHLESWIG- 
HOLSTEIN 

CONCERTS 
Music Festival 
Tel: 49-431-567080 

• Norwegian Chamber 
Orchestra: conducted by Iona 
Brown in works by Bach, Aam, 
Tartini and Grieg. With trumpet 
soloist Ole Edvard Antonsen; at 
the Rerthalle, Wotersen; Jul 28 

• Deutsche 

Kammerphilharmonie: conducted 
by Paavo JSrvi in works by ■ 
Haydn, Schoenberg and 
Beethoven. With baritone Roland 
Hermann and piano soloist Stefan 
Utwin; at the Theater, Itzehoe; 

Jul 29 

• Muslca ad Rhenum: in works 
by Bach and Handel; at SL 
Nlcolaildrche, Uineburg on Jul 31 
and at the Dam, Meidorf on Aug 
1; Jul 31; Aug 1 

■ TANGLEWOOD 

CONCERTS 
Tanglewood Festival 
Tel; 1-617-931 2000 

• Boston Symphony Orchestra: 
conducted by Seiji Ozawa in 
works by Beethoven and Berlioz. 
With piano soloist Arcadi Volodos 
and tenor John Aler the Shed; 
Aug 1 

• Boston Symphony Orchestra: 
conducted by Richard Westerfteld 
in works by Liebereon, 
Salnt-Safins and Rachmaninoff. 
With violin soloist Joshua Bell; foe 


Shed; Aug 2 

■ VERONA 

OPERA 

Arena dl Verona 
Tel: 39-45-800 5151 

• Aida: by Verdi. Conducted by 
Nello Santi. in a staging by 
Gianfranco de Bosio, revived by 
Susy Attendoli; Jul 29; Aug 1 

• Carmen: by BizeL Conducted 
by David Gimenez, in a staging by 
Franco Zeffirelli; Jul 31 

• Macbeth: by Verdi. New 
production designed by Pier Luigi 
Ptzzi. with choreography by 
Gheorghe lancu. Conducted by 
John Neschling; casts vary; 

Jui 30 

• Madama Butterfly: by Puccini. 
New production. Conducted by 
Angelo Campori. with designs by 
Beni Montreson casts vary; Aug 2 

■ WASHINGTON 

CONCERTS 

Wolf Trap Tel: 1-703-218 B5O0 

• National Symphony Orchestra: 
conducted by Zdenek Macal in a 
programme of works by 
Tchaikovsky; Aug 1 

• National Symphony Orchestra: 
conducted by Zdenek Macal in 
Verdi's Requiem, with the Choral 
Arts Society of Washington; 

Aug 2 

EXHIBITION 
National Gallery of Art 
TeL- 1-202-737 4215 
Sculpture of Angkor and Ancient 
Cambodia: Millennium of Glory. 
Around 100 works dating from 
6th- 16 th centuries; to Sep 28 


the tenor, though . 1 , 11110 ' 
Cairns in thi* title role 
fought back with some n| the 
loudest singing I have ho. uti 
in this hall. 

In the late ISUiUs Peter 
Maxwell Davies wa> cer- 
tainly one ol the "m" cum 
priseift Jit the time when tra- 
il i 1 loyalists Were 

complaining they wen* "nut" 
at (he BBC. Now that he has 
gone traditional hiin-elf. 
fashion lias changed with 
him. Having completed Ins 
series of "Strathclyde" Con- 
certo s. Maxwell Davies is 
turning Ins hand to unolher 
long series: M orchestral 
pieces, each representing 
one of the sail-like banners 
hung in SI Magnus Cathe- 
dral to commemorate a li'th 
con tun' expedition from the 
Orkney Islands in Scotland 
to Jerusalem. 

It is not clear whether 
Maxwell Davies intends 
them to be played together, 
but it would seem unlikely. 
The first in the series - Sails 
in St Magnus /; Fifteen Keels 
laid hi K oncay for Jensa- 
tem-Farcrs - has a suffi- 
ciently wide range of moods 
to stand alone, from ener- 
getic ship-building music to 
the slow-motion lull of Mah- 
lerian strings which fore- 
shadows the long journey. 
Not many of tbe ideas stick 
In one's mind, hut the whole 
is atmospheric and put 
together very professionally. 
The rest of Friday's Prom 
included a splendid perfor- 
mance of Beethoven's First 
Piano Concerto, full of brio, 
from Stephen Kovacevich 
and a concentrated Shost- 
akovich Eighth Symphony 
with the BBC Philharmonic, 
conducted by Vassily Sin- 
aisky. 


T he premiere on Sat- 
urday was the Per- 
cussion Concerto by 
Jonathan Harvey, 
written as a showpiece for 
super-dextrous percussionist 
Evelyn Glennie. Harvey sen- 
sibly focuses on tuned per- 
cussion. such as the 
marimba and vibraphone, 
and keeps the orchestra 
spare so that the soloist can 
dominate easily. The right 
framework has been pro- 
tided and the music fulfils 
its purpose, adding a playful 
or exotic touch here and 
there. Richard Hickox con- 
ducted tbe BBC Philhar- 
monic. Both premieres were 
BBC commissions and that 
is something worth advertis- 
ing in itself. 
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COMMENT & ANALYSIS 




Philip Stephens 

The test to come 

The UK prime minister knows his progr amm e will be as 
hard to put into practice as it was easy to announce 


John Major made the 
cabinet room his office in 10 
Downing Street Tony Blair 
has opted for a small ante- 
chamber a few paces away 
from the formal seat of 
prime ministerial power. 
Instead of the vast mahog- 
any table flanked by por- 
traits of past grandeur, 
there is a smallish sofa and 
a couple of easy chairs. The 
style is Whitehall chintz. 
When the sun shines. Mr 
Blair steps out with his 
papers on to a small terrace 
overlooking the garden. The 
tan is reaL 

And the symbolism is 
self-evident. Beleaguered 
and latterly besieged, Mr 
Major forever needed out- 
ward proof of his status. Mr 
Blair can afford to be care- 
less of the trappings of 
authority. In the family flat 
upstairs there are still pack- 
ing cases to be emptied. It 
will be another two weeks 
before the obligatory judg- 
ments on Labour’s first 100 
days spill out from the air- 
waves and the editorials. 
But no one doubts Mr 
Blair's grip on the nation. 
Power suits some people. It 
is already said he will 
occupy No 10 for as long as 
Margaret Thatcher. 

Maybe; but one step at a 
time. By all accounts, there 
have been few surprises for 
a prime minister who had 
never before served in even 
the most junior of govern- 
ment posts. He is frustrated 
sometimes by the time it 
takes to get things done. 

There are cobwebs to be 
blown from the Whitehall 
machine. After IS years of 
Conservative rule, he finds 
the mandarins, how shall 
we say, rather conservative. 
One aide likens the transi- 
tion from the disciplined 
decision-making of opposi- 
tion to the ponderous delib- 
eration of government to 
exchanging a speedboat for 
a supertanker. 

There have been moments 
too of utter exhaustion. A 
gruelling international 
schedule, taking in Denver 
and Hong Kong as well as 


the European tour, followed 
hard on the heels of the 
election campaign. But Mr 
Blair seems to have passed 
through the pain barrier. A 
holiday beckons. If he looks 
tired, he is also relaxed. It 
makes a difference doing 
things, taking decisions 
Instead of making speeches. 

Northern Ireland has 
taken more time than he 
Imagined. The last few 
weeks have been a crash 
course in frustration. Now 
there is a ceasefire. Mr Blair 
has no Illusions. It may well 
be no more than a tactical 
manoeuvre on the part of 
Sinn Fein/IRA. What he 
does not accept is that the 
violence is forever a fore- 
gone conclusion. 

For all his access to the 
most secret of Intelligence, 
Mr Blair considers it impos- 
sible to assess the precise 
balance of power between 
doves and hawks in Sinn 
Fein/ ERA. So he will give 
the talks process a serious 
shot - at least until next 
spring. If Gerry Ad ams and 
his fellow republicans 
reload their arm allies, the 
prime minister wants the 
world, or more precisely, 
Washington, to see where 
responsibility lies. 

The big set-piece events of 
these first 87 days were the 
Amsterdam Treaty and the 
Budget Whether the first 
achieved any thing of worth 
for the European Union is 

We should not be 
dewy-eyed. A 
nation so 
determined to 
turn out the 
Conservatives is 
anxious that 
Labour should 
succeed 


doubtful. But Britain’s new 
government did enough to 
end the sour exile of the 
Major years. And Robin 
Cook, the foreign secretary, 
m ade a name for himself. 

Reviews of the Budget 
and of Gordon's Brown's 
decision to hand control 
over interest rates to the 
Bank of England have been 
mixed. The price of keeping 
faith with middle Bri tain on 
taxes could yet be a boom 
that turns to bust But those 
looking for early rifts 
between prime minister and 
chancellor will be disap- 
pointed. His first briefing 
papers from the Treasury 
told Mr Blair that inflation 
was heading for 4 per cent 
Three interest rate rises 
later, he insists that Mr 
Brown has got it right 

The chancellor and the 
foreign secretary, of course, 
do not spend a moment 
more than necessary in 
each other’s company. The 
mutual loathing is visceral. 
But Mr Blair's cabinet is 
one of vertical rather than 
horizontal relationships. Mr 
Brown is the confidant But 
Mr Cook gets due praise for 
his effortless grasp of for- 
eign affairs: the more so 
when Madeleine Albright, 
the US secretary of state, is 
heard to say he is the sharp- 
est foreign secretary she has 
encountered. 

Mr Blair's larger purpose 
during these first months, 
though, has been to show 
his government makes a dif- 
ference. The lazy fashion 
among commentators has 
been to cast New Labour as 
remodelled Tory. It is one 
belied by the blizzard of ini- 
tiatives since May l. 

At one end lie the 
immense enterprises of con- 
stitutional and welfare 
reform. At the other, are the 
touches of humanity added 
to attitudes towards, say. 
gays and immig rants Even 
Prince Charles may be a 
beneficiary. Somehow the 
idea that Britain's future 
king, divorced from Prin- 
cess Diana, might now be 
permitted to marry Camilla 


Parker Bowles seems, well, 
not unreasonable. 

We should not be 
dewy-eyed. For now, Mr 
Blair is part of the Zeitgeist 
A nation so determined to 
turn out the Conservatives 
is understandably anxi ous 
that Labour should succeed. 
It will turn a blind eye to 
the mistakes and inadequa- 
cies. just as the media has 
little appetite yet for tales of 
personality clashes and cab- 
inet rows. 

Mr Blair's programme 
will be as hard to put into 
practice as it has been easy 
to announce. The real test 
of this administration will 
come In the implementa- 
tion. For now It has almost 
as many reviews in place as 
MPs at Westminster. And, 
to take one example, Mr 
Blair will admit the risk in 
investing £3bn in a welfare- 
to-work programme for the 
long-term unemployed. The 
scheme, he knows, may not 
work. I am not quite so sure 
he appreciates the political 
pain to come from sticking 
with the last government’s 
public spending plans. 

Yet to say Mr Blair win be 
less popular in six or nine 
months time is to state the 
obvious. He knows that as 
well as the rest of us. That 
is why be is rewriting the 
rules of British politics. In 
this, his critics an the Old 
Labour left and among the 
union barons are correct. 

Mr Blair has set down a 
new set of rules for the 
centre-left, tearing down the 

tribal boundaries which 
once defined his party. Last 
week’s deal with Paddy 
Ashdown's Liberal Demo- 
crats. the willingness to cut 
the number of Labour MPs 
in Scotland as the price of 
devolution, and fees for uni- 
versity students all carry 
the same message: there are 
no taboos in a project which 
intends to leave right and 
left alike stranded by the 
tide of centrism. Its leader, 
we have learned, is a social 
democrat whose purpose is 
to lead a nation not a 
tribe. 
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Demand over technology patent 
risks dangerous precedent 


From Mr John Stobo. 

Sir, Marjorie Shaffer 
neglected to mention (“Bad 
blood over patent", June 5) 
the deleterious effect that 
government intervention In 
a patent dispute surrounding 
stem cell selection for cancer 
patients would have on the 
future of non-profit research 
In the US. 

At issue is a demand by 
US biotech company CeDPro 
that the federal government 
exercise “march in” rights 
under the Bayh-Dole Act, 
and issue CellPro a compul- 
sory licence to technology 
patented by Johns Hopkins 
University. CeUPro has been 


found by a unanimous jury 
to have knowingly and wil- 
fully infringed upon Hop- 
kins' patents in developing 
its stem cell selection device. 

CellPro claims government 
Intervention is required 
because patiqpts may be 
denied access to the technol- 
ogy. In feet, Hopkins and its 
licensees have taken effec- 
tive steps to ensure uninter 
rupted access. The American. 
Cancer Society recently 
withdrew support far Cell- 
Pro’s government petition 
after reviewing the facts and 
concluding patient access 
will not be compromised. 

Government intervention 


Softly, softly rate rises damaging 


From Mr Christopher 
Smallwood. 

Sir, The news that, fuelled 
by building society wind- 
falls. the consumer boom 
continues to gather pace 
(“UK retail sales up as 
spending spree continues”, 
July 24) means that the for- 
eign ayriMwg B markets, 
anticipating substantially 
Higher interest rates, can be 
expected to go on pushing 
the pound higher. 

This will Intensify the 
squeeze on a manufacturing 
sector already feeling the 
pain of a DM3 pound and 
push manufacturing indus- 
try, and eventually the 
whole economy, into reces- 
sion. The 34 per cent rise in 
the effective exchange rate 
over the past year is the 


same as the 1979-80 rise, 
which produced a 17 per cent 
drop in Tnftnit factnrhi g pro- 
duction and a 5 per cent fell 
in gross domestic product It 
is doable the rise which took 
place in the run up to ERM 
entry, which precipitated a 
fell In manufacturing output 
of s per cent and a GDP drop 
of 4 per cerrt 
The question now is 
whether a third sterling- 
induced manufacturing 
disaster can be averted. With 
the Budget behind us, this is 
down to the Bank's handling 
of interest rates from now 
on. Unfortunately, its policy 
of quarter point Interest rate 
rises has signally failed so 
far to dent consumer confi- 
dence - nor, with £35bn of 
windfalls pouring out. is it 


the world. Lfctew mry be todM e/jmrtJTonn 
are also waflafato on the FT web 

it indjemamVrtemational tentages. 


Dismay at 
how link 
put at risk 

From Mr Sancar 
A. KashmerL 

Sir. Boeing may nd,e 
“blinked" and the EL- may 
well have “wrung c-onctt- 
sions" as you observe m 
your excellent article Bi.in. 
bluster and brew bwJtin? 
beat Boeing" lJ uI >' ** ut 
there is a far more senous 
issue lurking behind this 
matter the EU as a potential 
world power. I would like ,o 
quote Lady Thatcher. 

“Europe separated from 
the United States would in 
my view be unequivocally a 
bad thing - bad for America, 
bad for Europe, and bad for 
the world at targe. For 
America, it would transform 
an ally into a rival - or. 3t 
least, permanently threaten 
to do so. For the world at 
large, it would increase 
instability by dividing the 
west and so hasten the move 
to a multipolar world. And 
for Europe itself, it would 
remove from our continent 
the power which has 
kept the peace for 50 years - 
and which no European 
really fears." 

Many of us here who are 
strong believers in the trans- 
atlantic relationship, and 
supporters of the European 
Union, viewed this episode 
with considerable dismay. 

Sarwar A. Kashmeri, 
president. 

Niche Systems, 

274 Madison Avenue, 

New York. NY 10016, 

US 


is not only unwarranted but 
would set a dangerous prece- 
dent If private companies 
cannot trust the government 
to respect patents, universi- 
ties such as Johns Hopkins 
may be unable to find licens- 
ees wining to invest the mil- 
lions of dollars needed to 
bring medical inventions to 
market Patients will ulti- 
mately lose out 

John Stobo, 

vice-dean for research and 
technology, 

Johns Ho pkins Medicine, 

720 Rutland Avenue, 

Suite 124, 

Baltimore, Maryland, US 


likely to do so for a consider- 
able time. The danger is that 
if this softly, softly policy 
isn't changed, sterling will 
continue to strengthen for 
months to come. 

K the pressure on industry 
is to be relieved before irrep- 
arable damage Is done, the 
adjustment process must be 
speeded up, with more 
aggressive early rises in 
interest rates, so that expec- 
tations about the future 
direction of rates can be put 
into reverse and sterling 
returned, much more 
quickly, to levels at which 
industry wn compete. 

Christopher Smallwood, 
MaMnson Cowell, 

16 St John's Lane, 

London EClM 4BS, UK 


Kenyan system seeks broad national, not tribal leadership 


From Mr Mwanyengela 
Ngati. 

Sir. Michela Wrong's 
article “Mombasa Moslems 
lose faith in Moi” (July 23) 
needs a factual correction 
and additional clarification. 

For a presidential candi- 
date to be declared winner 
be/she must not only win 25 
per cent of the vote in five of 


the eight provinces but also 
the majority vote. What the 
law seeks to achieve here Is 
a broad national, not tribal 
leadership. In the last gen- 
eral election Mr Moi won 38 
per cent, not “less than a 
third” of the national vote, 
in addition to meeting the 
provincial requirement 
All the main urban areas 


of Kenya have residents 
from all communities, social 
classes, religions and cul- 
tures. Mombasa is therefore 
not unique in this and , on 
the contrary, has been 
rather peaceful and lei- 
surely. Religion had until 
1992 not been a factor in 
Kenyan politics. The acquisi- 
tion of jobs and property has 


been based on merit and the 
genuine desire to have the 
full participation of all the 
communities in the eco- 
nomic life of the country. 

Mwanyengela Ngali, 
high commissioner, 

Kenya High Commission, 

45 Portland Place, 

London WIN 4AS, UK 


FT GUIDE TO 

INVESTMENT 

MANAGERS 


Expanding at a rate of 
1 5-25% per year, the 
investment management 
industry in Asia is one of 
the fastest-growing in 
the warid. 


Unique coverage 


The FT Guide to Investment 
Managers in Asia is the only 
regional directory of investment 
managers in Asia. It provides a 
complete listing of 1 78 leading 
investment managers in Hong 
Kong, Malaysia, Singapore, 
Taiwan and Thailand. Listings 
include details of each investment 
manager's: 

# range of services 

# benchmark practice 

# organisation and 
international links 

# fund and portfolio highlights 

# professional support 

# style of investment and asset 
allocation 

# main areas of investment 
by country 


in Asia 


An essential ref ere ri 


The FT Guide to Investment 
Managers in Asia is an 
invaluable guide for all 
professionals involved in the 
investment management industry 
worldwide. 


# profiles of 1 78 investment 
managers operating in Asia 

# a ranking of the tap 100 
investment managers in Asia 

# extensive indices which allow 
the reader to crossreference a 
manager's funds, professional 
contacts and support providers 
including a ranking of the top 
10 auditors, lawyers, 
custodians and brokers serving 
the industry 

# an overview of the key 
regulatory environments in Asia 

# a survey of the Asian pensions 
industry 

# an analysis of the region's 
future prospects 


About the editors 




The FT Guide la Investment 
Managers in Asia has been 
compiled by RCP & Partners, a 
leading investment management 
rating agency in Geneva and 
Hong Kong. The guide is based 
on the first annual survey 
conducted among 1 78 
investment management houses 
across Asia (excluding Japan) 
covering some US$270 billion 
worth of assets. The survey was 
conducted by RCP & Partners 
with contributions from □ team 
of professional consultants 
comprising: 

* KPMG 

* Watson Wyatt Worldwide 

* Hedge Fund Research 

* The WM Company 
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Judy Dempsey on the prospects of a resumption of Middle East 
peace talks after a change of strategy by the Palestinians 

Moves and manoeuvres 


When Mr Saeb Erekat, 
Palestinian peace negotiator, 
recently addressed an audi- 
ence in Bethlehem, he 
suggested there was only 
one choice. Since Palestin- 
ians could not rely on the 
international community to 
put pressure on Israel, they 
would have to devise their 
own strategy to save the 
peace process. 

Talks between Israel and 
the Palestinians were 
suspended last March when 
Israel started b gilding a new 
Jewish settlement at Har 
Homa in east Jerusalem. Mr 
Yassir Arafat, the Palestin- 
ian president, said he would 
not resume contacts unto all 
expansion or new settle- 
ments were halted. Mr Ben- 
jamin Netanyahu, the Israeli 
prime minister, said fresh 
talks depended cm the Pales- 
tinians cracking down on 
terrorism. 

The Palestinians hoped 
they could use Har Homa to 
muster international support 
to put pressure on Israel to 
abandon its settlement pol- 
icy. The attempt foiled. 

Egypt’s attempts at media- 
tion have faded. The United 
Nations has yet to translate 
tough words into actions. 
And in the US the Clinton 
administration appears para- 
lysed over how to restart the 
talks. Israeli officials believe 
they may have weathered 
the storm over Har Homa. 

The Palestinians therefore 
tried another tactic. The Pal- 
estinian Authority encour- 
aged riots in some West 
Bank towns. But this felled, 
too, only hardening Mr 
Netanyahu’s position. 

The failure to kickstart the 
process led to a change of 
strategy. Those grouped 
around Fatah, the largest 
faction In the Palestine Lib- 
eration Organisation, argued 
the only way to put pressure 
on Israel was to “irritate” it 
through actions designed to 
create a sense of insecurity. 

Those around Mr Arafat 
and Mr Erekat disagreed. 
The way to achieve influ- 
ence, and ultimately gain 
their Palestinian state, they 
argued, was to return to the 
negotiating table and lock 
Israel into tpifcg through the 
framework of the 1995 Oslo 
Interim agreement Far the 
moment they have won. 

To help bring this about 
Mr Arafat has started crack- 



Confrontatian: an Israeli army vehicle approaches Palestinian demonstrators this year 


Ing down on Hamas, the 
Islamic Resistance Move- 
ment. This contributed to 
the success of last week's 
European Union-brokered 
meeting between Mr Ara&t 
and Mr David Levy, Israel’s 
foreign minister, where they 
agreed to relaunch the peace 

talks 

The understanding in 
Brussels, however, was not 
an effort to reach a break- 
through on individual 
issues. Pales tinians admit it 
will be hard to persuade 
their people to resume talks ' 
as long as Mr Netanyahu 
refuses to back down on the 
settlements issue. But some 
Israeli officials say Mr 
Netanyahu may be trying to 
find a formula to get round 
this. 

Mr Netanyahu's first test 
on this issue is likely to 
come soon, following the 
decision by Mr Ehud Olmert, 
the hardline Likud mayor of 
Jerusalem, to build a new 
Jewish settlement in Ras al- 
Amoud. an east Jerusalem 
district inhabited by 1LQ00 
Palestinians. 

"We will see how Netan- 
yahu deals with Ras al- 
Amoud,” says a senior 
Israeli official. “But ulti- 
mately, he needs Ara&t to 
crack down on terrorism. 
Netanyahu wants to win the 
next election cm the security 
ticket. He cannot do so with 
out Arafat's co-operation." 

Before they return to for- 
mal peace talks, Mr Arafat 
and his aides Insist that 
Israel must make conces- 
sions. They want the long- 


overdue implementation of 
five central elements of the 
Oslo peace accords, spelt out 
again in the Hebron Agree- 
ment of last January which 
Washington promised to 
guarantee. These include 
opening an airport and sea- 
port at Gaza, a safe corridor 
between Gaza and the West 
Bank, the release of all polit- 
ical prisoners and an end to 
settlement expansion. 

Some progress has been 
made. Israeli and Palestinian 
officials say the airport is all 
but ready to open, though 
the seaport is dogged by 
security and other issues. On 
prisoners, Israel wants those 
belonging to Fatah released 
before Hamas prisoners. 

The safe corridor remains 
a sticking point Two routes 
from Gaza into the West 
Bank have been carved out 
But the Palestinians want 
one of the entry points to be 
located on the borders that 
existed before the 1967 war. 
when Israel occupied the 
West Bank. The Israelis 
reject this, arguing it would 
set a precedent Tor the Pales- 
t in ia ns , establishing a state 

that would extend to the pre- 

1967 borders. 

The issue of the bound- 
aries of the Pales tinia n state 
lies at the h e art of the peace 
process. Mr Netanyahu, ideo- 
logically opposed to the Oslo 
peace, accords, wants to 
decide this unilaterally. 

He did so last March dur- 
ing the first Israeli pull-back 
from the West Bank, when 
he ceded a mere 2 per cent of 
Israel's occupied land to full 


Palestinian control. Israeli 
officials admit Mr Netan- 
yahu has no intention of 
implementing the second 
pull- back of Israeli troops 
from the West B ank due in 
September. 

“Netanyahu does not want 
the geographical boundaries 
of a Palestinian state to be 
demarcated before the final 
status talks.” as one diplo- 
mat says. These talks will 
focus on the future status of 
Jerusalem, settlements, 
water rights. Palestinian ref- 
ugees and Israel's borders. 

Diplomats believe Mr 
Netanyahu is determined to 
hold on to much of the West 
Bank, creating a kind of 
Swiss cheese. In his version, 
the Palestinian state would 
be wedged in holes sur- 
rounded by Israel and the 
sett lements, diminish th e 
state’s viability. 

Palestinians realise 
mis. Towns in their fledgling 
state are already cut off from 
each other through Israeli- 
controDed bypass roads and 
settlements, it's a kind of 
strangulation," says Mr 
Erekat That is why Palsstin- 
are desperate to try to 
“ake Israel adhere to the 
Oslo agreement he says. 

“I don't know if we can go 
it alone,” a Palestinian offi- 
cial says. "Israel holds all 
the cards. We lose if we 
resort to violence. We lose if 
we Jump to the final status 
talks, because we will have 
Tew negotiating cards. Our 
only hope now is for Wash- 
ington to step in and rescue 
the peace process." 
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South Korea is paying dearly 
£or its industries’ addiction to 
relentless debt-financed expan- 
sion. Since the Hanbo steel 
group collapsed in January, a 
stream of other companies 
including Kia, the country's 
eighth -1 argest conglomerate, 
has sought bankruptcy protec- 
tion. The commercial banks 
moved into overall loss in the 
first HhW of the year, and Kor- 
ean borrowers have seen their 
credit ratings slashed. 

Conditions risk deteriorating 
further unless the authorities 
act more decisively. So far, 
Seoul has relied on pumping 
ever larger funds into the bank- 
ing system, in the apparent 
hope that ailing companies 
can be propped up until they 
are rescued by an economic 
upturn. 

This approach is dangerously 
Mlcawberish- Official economic 
forecasts look optimistic, given 
the scale of excess capacity in 
many industries. But even if the 
forecasts were met, growth 
might not be fast enough to 
save many r*iwipnni»»g with bal- 
ance sheets still geared to the 
boom conditions of the past 

Meanwhile, the government’s 
reactive stance is endangering 
the financial system. Troubled 
companies are finding it hard to 
raise cash by shedding assets, 
while much bank lending is 
secured against big borrowers* 
property holdings. Any fall in 
property prices triggered by dis- 
tress sales could prompt the 
I to call in loans, setting 


off a contradictory spiral. 

The wisest course would be to 
let some smaller corporate casu- 
alties fail and dispose of their 
assets. Seoul may eventually be 
forced to do that, anyway. By 
acting now. it could better con- 
trol the situation - and show it ! 
was no longer offering the 
implicit guarantee against bank- 
ruptcy whit* has fuelled impru- 
dent corporate borrowing in the 
past 

The government also needs 
aggressively to liberalise 
Korea's financial sector, particu- 
larly the corporate bond mar- 
ket. It has acted cautiously until 
now, fearing an inflpx of capital 
would push up the exchange 
rate, harming exports. But the 
won's recent weakness allows 
more elbow room. 

Freeing more creditworthy 
Korean groups to raise money 
abroad would lower their capi- 
tal costs and release funds at 
home. Foreign capital providers 
would also be likely to frnpngo 
stricter disciplines on Korea's 
sprawling conglomerates, which 
have long been encouraged by 
easy credit to diversify 
recklessly into unrelated 
businesses. 

Korea’s difficulties, if properly 
managed, offer an opportunity 
to institute much-needed eco- 
nomic change. That will can fix' 
political firmness and courage. 
But flunking the challenge 
only delay a solution to the 
co un t ry ’s financial problems — 
and may ™icp tham very much 
worse. 


• Vf • -43 ^ W f£m 


Victims: B 5 dead 
DwnagaSSfen 


/ IVic-jms; i dead 
/ { Damage SMCm 


%\ lS : -th " * r 

\\ g _ j 

J 7Q r— 

^ I || I I ■HI I I Sgh— ' 


- • .A J * »,• • 

•V.. it ... 

;« ■ ] u-f* t 


v.9.. . v j’ t 


Taxing business 


European companies beware: 
government wants more of your 
profits. In both the UK and 
France in recent weeks, finance 
ministers anxious to reduce 
budget deficits have increased 
the tax burden an the corporate 
sector. Other states may be 
tempted to follow, as the pres- 
sure mounts to meet the Maas- 
tricht criteria for public 
. finances.. Governments see taxi- 
ing business as a softer option 
than inflicting obvious pain on 
voters by reducing spending or 
| raising personal taxes. But they 
should resist the temptation: 
increasing taxes on business 
nil] damage industry’s competi- 
tivenesH, impair economic 
growth and cut the incomes of 
the same voters whom politi- 
cians claim to protect 
In Britain, the increase in 
business taxes announcedjnthe 
Budget is contained mainly in 
j windfall taxes on utilities and in 
the abolition of tax breaks on 
the dividend income of pension 
funds. These two Imposts wifi 
raise more money than the 
chancellor gave away by reduc- 
ing the headline corporation tax 
I rate from 33 per cent to 31 per 
cent In France, the government 
was more direct - the main cor- 
poration tax is going up from 
38.6 per cent to 41.6 per cent 
Both Mr Gordon Brown, the 
British chancellor, and Mr Dom- 
inique Strauss-Kahn. his French 
counterpart, rejected calls from 
industry to impose at least some 


of the extra burden directly on 
individuals. But the truth is 
that any tax on companies is 
ultimately a tax on individuals, 
whether as shareholders, 
employees, pensioners or con- 
sumers. The impact is felt 
through reduced returns on 
inva dinpiitK , lower pay, smaller 
pensions and higher prices. The 
effects are disguised, but they 
.^.nonetheless reaL ... 

Moreover, taxing companies 
instead of individuals intro- 
duces a serious bias against 
growth into the economy. Com- 
panies ge n er a lly invest a higher 
proportion of thei r in c ome than 
do individuals, so increasing the 
tax burden on them tends to 
reduce productive investment 
Aware of these arguments, 
European governments have 
mostly cut business taxes over 
the past decade, except in Ger- 
many where business has been 
asked to bear a share erf the 
costs of unification. However, 
the UK and France may have 
now set dangerous precedents. 
Also plans in Germany and 
Italy to cut business taxes have 
got bogged down in political 
arguments. It would be a pity if 
pressure to meet the Maastricht 
criteria for European monetary 
union now brought increases in 
business taxes. Few politicians 
are immune to the temptations 
of sparing voters at the expense 
of business. But political expedi- 
ency carries a serious economic 
price. 


Credit for work 


A report published today by the 
Institute for Fiscal Studies 
shows that inequality in the UK 
has reached unprecedented lev- 
els. The IFS is pessimistic about 
the chances of change for the 
better. Mr Gordon Brown, the 
chancellor, is pinning his hopes 
of making a difference on tax 
and benefits reform. 

He has asked Mr Martin. Tay- 
lor. the chief executive of Bar- 
clays. who is heading the tax- 
and- benefit review, to assess the 

ca « ba for introducing an “in-work 
tax credit", in time for the next 
Budget The Idea has merit but 
will be tricky to implement 

Mr Brown has taken his lead 
from the US earned income tax 
credit (EITO- The EITC has 
proved a popular way to sup- 
port poor working f ami lies, and 
make work more attractive as 
the Mining s potential erf those 

at the bottom has declined over 
the last 25 years. 

A similar credit in the UK 
would swallow up the Family 
Credit benefit Mr Taylor must 
assess the advantages of paying 
in-work transfers through the 
tax system. Replacing separate 
taxation and benefits with one 
system could help reduce the 
uncertainty consequent upon 
taking a job. smoothing the 
transition to work from the 
security of welfare. 

A tax credit also avoids the 
stigma associated with a means- 
tested benefit. This should 
increase take-up rates and its 


structure would allow gentler 
withdrawal, mlnfrnifring the dis- 
incentives for people to earn 
mare. The a dminis trative costs 
of a tax credit should also be 
less than for a welfare payment 

However, the EITC is paid 
mostly as an annual tax rebate. 
This works in the US, where 
everyone files tax returns, but 
in the UK only one-quarter of I 
taxpayers do so. There would be 
implications for the way tax is 
calculated: the tax credit would 

have to be assessed, like welfare , 
payments, on the basis of house- 
holds rather than individuals - 
effectively rev e rsi ng the move 
to independent taxation of hus- 
bands and wives introduced in 
the 1980s. Higher take-up would 
also mean a bigger bill for the 
exchequer. 

For Mr Brown the politics of 
the switch are decidedly attrac- 
tive. Replacing a social security 
payment with a tax credit, 
which is offset against revenue, 
would help the government 
keep to its tight spending limits, 
though not its borrowing target 
In the longer tenth reform could 
well help the government shore 
up middle Britain’s support for 
transfers to the poor. Increasing 
the number of people on welfare 
is unpopular. But everyone par- 
ticipates in the tax system and 
benefits from allowances. The 
question Mr Brown must 
answer is whether the eventual 
going would he worth the 
administrative upheaval. 
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Awash in a sea of troubles 

Staple commodity-growing regions could be devastated by 
El Nino weather systems, if forecasters are right, says Gary Mead 

P eace and goodwill to all for Atmospheric Research in Col- by drought in the north of China, director with Sabre Fund Man- land. Latin America, and >ub- 
may be In short supply orado, is one of several scientists In the south of that country. 4.4m agemem, a UK-! used rommodi- Saharan Africa. This conk! 
this Christmas, If some who believe that El Nifio is asso- ha have been flooded, threaten- ties recovery fund, says soya reduce world supplies b\ up tu 
long-range weather fore- dated with unusual changes in ing the grain harvest. bean prices may benefit. "El Nifio inm tonnes: 1.8 per cent of praj- 


P eace and goodwill to all 
may be In short supply 
this Christmas, if some 
long-range weather fore- 
casters are to be believed. There 
is a growing consensus among 
meteorologists that one of this 
century's potentially most seri- 
ous El Nifio weather systems is 
gathering force. If their predic- 
tions are correct, its impact on 
some of the world’s most impor- 
tant staple commodity-growing 
regions could be devastating. 

El Nifio. Spanish for The Christ 
child, is shorthand for an irregu- 
lar appearance of warm sea 
surface-water in the central and 
eastern Pacific Ocean off the 
western coast of South America. 

It frequently coincides with 
Christmas, but has made an 
earlier-than-usual entrance this 
year. Off the coast of Peru the 
surface temperature of the 
Pacific has suddenly risen by 
more than 5°C. The last serious 
clima tic disruptions associated 
with El Nifio, in 1382-83, caused 
an estimated $13-6bn of damage 
to crops and livelihoods, accord- 
ing to estimates by thp National 
Oceanic and Atmospheric Admin- 
istration ot the US... ^ _ 

Mr Michael Glantz, programme 
director at the National Centre 


E l Nino is already begin- 
ning to hit the econo- 
mies of the Andean 
countries of South 
America where surface ocean 
temperatures are 6°C above sea- 
KflTu>i norms. 

Catches by Peruvian fisherman 
are falling. The anchovy and 
Pacific sardine they normally 
target are moving offshore to 
adder waters out of the range of 
their small boats. Since these 
fish are the raw material for 
Peru's fishmeal industry - 
responsible for about 15 per cent 
of the country's export earnings 
- the impact on the Peruvian 
economy could be significant 
Drought will also affect Pern’s 
electricity production, since a 
large percentage of power is 
hydro-generated. Thermal elec- 
tricity capacity has increased, 
but the energy produced is rela- 
tively expensive. 
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Mayor backs 
Foxhunt 

■ It was ugly- while it lasted. 

Ted Turner, yiceehairiHan'Of 

■ 'nme Wamer, was moved to call 
Rajjert Murdoch slimy - and a 
lot worse; Murdoch’s response 
included a battery of law suite. 
/But now peace has been 

• declared, and -almost- . 

.- everyone is happy. ■' 

• ■ Time Warner has finally •• 

■ agreed to give Murdoch’s Fox. 
News desperately needed access 
to Ha cable system in New York 
City, as well as a broader 
presence around the country. In 
rehinJvThne Warner is likely - 

• among/other goodies - to gain a 
foothold on Murdoch’s global 
satellite broadcasting systems. 

• . To no one's surprise, the '• 

ppaiwnalwr tUTTJS Ollt tO be'New 
York mayor Rudolph Giuliani. 
.Edx Nsws will initially be 
broadcast over one of the city's . 
pdblfc sendee and education 
rfiawnels, which tiie mayor has 
-tamed over to Time Warner for 
' long enoigfh to get the show oh 
. the road. The explanation? Jobs 
are at stake, New York wants to 
be the tnedia.capilal of the 
un iver se -^Xbat sort of thing. 

Disappointing, then, that soma 
small-minded critics lava seen 
fit to damn the deed as a piece of 
t aw d ry political manipulation - 
just because the mayor is up for 
re-election in the autumn and 


for Atmospheric Research in Col- 
orado. is one of several scientists 
who believe that El Nifio is asso- 
ciated with unusual changes in 
global climate patterns. There 
are, he argues, correlations 
between EL Nifio and summer 
droughts in northern Australia, 
south-east Africa, north-east Bra- 
zil, parts of Asia and central 
America. It may also be linked 
with much wetter, milder winters 
in the northern hemisphere. 

This year. El Nifio is "building 
up to be at least as big as the 
1932-83 event", says Mr Ants 
Leetmaa. director of the Climate 
Prediction Centre for the 
National Weather Service in 
Washington. “Satellite and ship- 
borne data tell us that the Pacif- 
ic’s temperature rase earlier this 
time round." 

Some parts of the north- 
western US have had rainfall 200 
per cent above normal for the 
time of year. T hailand and north- 
ern India are very dry, and Aus- 
tralia has had abnormally low 
rainfall," he says. "The really 
nasty effects will start to come 
through from October." 

The catalogue of potential dam- 
age to commodities is growing by 
the day. A record 20m ha of ara- 
ble land is now seriously affected 


by drought in the north of China. 
In the south of that country. -1.4m 
ha have been flooded, threaten- 
ing the grain harvest. 

Indonesia, the world's biggest 
producer of robusta coffee beans, 
ts suffering severe drought; the 
harvest could be 25 per cent 
below expectations. Global cocoa 
production is aiso likely to be hit. 
with some analysts forecasting a 
drop of 10 per cent. 

In Australia, already in the 
grip of a serious drought, wheat 
futures for January and March 
1993 rose by ASS^O a tonne on 
the Sydney Futures Exchange 
last week because of the El Nifio 
scare. In Thailand the national 
sugar cane board predicts that 
the 1997-98 crop could fall by as 
much as 15 per cent. 

Not all the news is negative. 
“When anchovies disappear off 
the coast of Peru because of 
warmer waters, other fish species 
are attracted," says Mr Glantz. 
"The Chileans seem much better 
able to adapt their fishing fleets 
to this than the Peruvians. 
They’re already shifting their 
fleets further north to be ready 
for the different types or 
catch." 

Other commodities could also 
benefit. Mr Simon Wilson, a 


director with Sabre Fund Man- 
agement, a UK-! used commodi- 
ties recovery fund, says soya 
bean prices may benefit. "El Nifio 
affects parts of the world where 
palm oil and fish oil are big 
crops. People for substitutes 
and soya-bean ml has bad very 
strong bull markets driven by 
past El Nifio events." 

Tropical com modi lies may be 
adversely affected. "Commodities 
such as coffee and cocoa would 
be disrupted." says Mr William 
O'Neill, senior futures strategist 
and head of research with Merrill 
Lynch. “Malaysia and Indonesia, 
as well as west .Africa and south 
America, will be impacted by 
this. I think there has been a 
little bit of El Nifio mania that 
bas hit some futures markets, 
the recent cocoa bull run 
being an indication of that/' be 
says. 

“This Is certainly one of the 
strongest El Ninos since 19S2-83," 
agrees an analyst at Goldman 
Sachs. The US investment bank 
argues that the outlook is fairly 
bullish for US soya-bean exports 
to a South America hit by lower 
grain production. 

But more important is the 
potential for severe damage to 
the corn crops of Indonesia. Thai- 


Path of an ill wind 


A report from the national 
manufacturers’ association esti- 
mates that the warmer weather 
- by discouraging people from 
buying heavy clothes - could 
cost the textile and garments 
Industry 8460m (£275m) through 
lost sales this year alone. This 
could reach ©00m if the effects 
continue into 1998 and lead to 
30,000 job losses, the report says. 

The last El Nifio, from 1991 to 
1994. was unusually long. Hie 
most damaging on record was in 
1983, when it brought havoc to 
Andean agriculture and fishing 
and caused a 12 per cent slump 
in Peruvian output 

In Colombia. Mr Pablo Leyva, 
head of the Institute of Hydrol- 
ogy, Meteorology and Environ- 


mental Studies (Ideam), expects 
this El Niflo to be moderate to 
strong. 

The catch on Colombia’s 
Pacific coast has fallen this year 
and the institute estimates it 
will be 20 per cent below normal. 
Data for the past 16 years sug- 
gest that crops will also be 
affected, with a drop of about 5 
per cent in harvests. 

Reservoirs in Colombia’s 
Andean and Caribbean regions 
will be down by at least one 
fifth, affecting both hydro- 
electric plants and water sup- 
plies to cities. This could 
increase the likelihood of some 
diseases such as cholera. 

In 1992, the combination of El 
Nifio and a high dependence on 


hydro-electric power led to elec- 
tricity cuts of up to eight hours a 
day. As in Peru, new thermal 
power stations have been built 
and Mr Carlos Conte, vice- 
minister of energy, says there 
should be no problem for the 
next 18 months. More thermal 
capacity is due on stream within 
the next year and electricity 
management has improved, he 
says. But the comptroller gener- 
al’s office is less optimistic about 
energy capacity should El Nino 
caused prolonged drought. 

El Nifio is affecting other coun- 
tries too. In Bolivia, exception- 
ally low temperatures are being 
recorded. In Ecuador, where 
there are also worries about elec- 
tricity rationing, floods on the 


BSERVER- 


Murdoch’s New York Post has 
been one erf Giuliani’s most rabid 
■ supporters: one rival newspaper 
unkindly suggests the Post’s 
masthead “is creaking under the 
weight of Friends of Rudy." 

But surely this is no reason for 
the New York Times to condemn 
■Murdoch’s "brazen use of his 
media outlets on behalf of his 
favourite politicians" or to 
suggest that "placating Murdoch 
this way will only reinforce 
some of the worst tendencies in 
journalism and politics"? Perish 
the thought. 


Burma bother 

■ Burmese Foreign Minister 
Ohn Gyaw’s performance at the 
current session of the 
Association of Southeast Asian 
Nations in Kuala Lumpur has. 

. by aB accounts, been a disaster. 

With Burma attending for the 
first time as afoflAsean 
member, Ohn Gyaw left US 
secret a ry of state Madeleine 
Albright open-mouthed in 
denying there were any political 
prisoners in his country. 
Albright told a closed-door 
meeting of 21 Asian and 
European foreign ministers that 
his statement didn’t bear any 
resemblance to reality and was 
"a bit fictitious". 

He also managed to embarrass 

Australian foreign minister 
Alexander Downer by denying 
the two had discussed human 


rights in a bilateral meeting 
after Downer said they had. 
Downer called Ohn Gyaw on the 
telephone and offered him some 
choice, unprintable words. 
Burma's man even irked the 
normally soft-spoken Japanese 
foreign minister Yukihiko Ikeda 
who said he was “irritated” at 
the time it was taking the 
military junta, erf which Ohn 
Gyaw is not a member, to write 
a new constitution. Says one 
senior Asean official: “The 
unbappiest man in the room was 
Ohn Gyaw. I think he will soon 
become a liability." Whether 
that's for Burma, the country's 
military government or Asean. 
the official didn't make clear. 


Quick hands 

■ The union flag may have been 
lowered at Government House 
and the Queen’s image erased 
from stamps and coins, but bits 
of Hong Kong colonialism live 
on. Indeed, the Hong Kong 
Sevens rugby tournament bas 
been given a new lease of life, 
courtesy of thrusting pan-Asian 
merchant bank Peregrine 
Investments. 

Hongkong Bank and Cathay 
Pacific, two venerable faces of 
the old establishment. last year 
gave up sponsoring the beery 
ritual. Many predicted the 
a nn ual nigger fest would 
anyway expire as expatriates 
packed their bags for Blighty. 


But Peregrine bas other ideas: 
not content with merely 
sponsoring the event, it’s putting 
more than $500,000 in prize 
money on the table to add an 
extra "competitive element" tu 
the proceedings. Founder and 
chairman Philip Tose, who looks 
anything but a prop forward 
type, reckons ibere are strong 
similarities between Peregrine 
and the tournament. Both, be 
claims, represent "the best of 
Hong Kong - fast-moving, agile 
and truly international". Let's 
hope he doesn’t get flattened in 
tbe scrum. 


Pepper weight 

■ California’s very own version 
of the swords tick, once the 
deadly elegant accoutrement of 
any strolling gentleman, is being 
promoted in Los Angeles as the 
essential accessory for the 
modern, safety-conscious jogger. 

" Counterstrike" comprises a 
brace of hand-weights - runners 

carry them to firm up arm 
muscles and other upper-body 
parts - with canisters of pepper 
spray concealed in the handles. 

“It's like jogging with a cop," 
claims the package and at $19.95 
it’s certainly a whole lot cheaper 
than hiring one of those armed 
guards favoured by more 
nervous keep-fit fanatics. Of 
course, old LA hands still prefer 
jogging with a pair of .45 
Magnums. Now that's heavy. 


land. Latin America, and s»ub- 
Sahar.in Africa. This could 
reduce world supplies b\ up tu 
10m tonnes: 1.5 per ccrn of proj- 
ected world consumption. 

Such disruption aside. Mr 
CdanU believes that each F.l Nifio 
event provides an opportunity for 
acquiring a longer-term under- 
standing of how tu avoid natural 
catastrophes. Tve been getting 
phone calls from insurance com- 
panies. squid dealers, fishmeal 
traders in Paris and coffee- deal- 
ers in London." he says. 

"The problem is that they 
always come knocking when the 
roof is leaking. They should be 
seeking not just short-term quan- 
titative information but qualita- 
tive understanding Look at 
where you grow your coffee; does 
it coincide with a regular El Nifio 
drought? Then maybe you should 
be thinking of growing it else- 
where." 

Commodity-trading nations 
and commodity traders are 
unlikely to take such a long-term 
view. For the moment, they will 
be hoping that El Nifio simply 
fades away. Asked what the like- 
lihood is of this happening, Mr 
Leetmaa replies: “About zero 1 
guess. This one is already in the 
history' books.” 


Pacific coastal lowlands have 
affected some of the country's 
main cash crops. 

There have also been serious 
effects on coastal fishing, though 

- as in northern Pern - shrimp 
catches are up because of the 
warmer water. Heavy rains have 
damaged roads in the Andes. 

But unlike the proverbial ill- 
wind. this current doesn't bring 
bad news for everybody. In 
Chile, rains hare brought flood- 
ing to many parts of the country 

- but they have also ended an 
severe drought That was good 
news for the electricity generat- 
ing companies, which represent 
a significant part of the stock 
market. As their reservoirs 
filled, tbe stock market rallied. 


Sally Bowen 
Sarita Kendall 
Stephen Fidler 


100 years ago 

The Yukon Goldfields 
Orrotra : The Cabinet is still 
holding special sittings to 
deal with the Yukon question. 
So far it has been decided not 
to attempt to enforce the law 
against aliens in the mining 
country, but a considerable 
royalty will be imposed on the 
product of the placer mines. 
Eighty' more police are to be 
sent to Lbe gold region, 
making 100 In alL 

Communication with the 
fields will be opened up as 
rapidly as possible, and 
regular mail routes will be 
established. Wastirngtorv The 
Government will immediately 
establish a military post in 
Alaska near the goldfields. 
The shipping offices at San 
Francisco - even those which 
have the remotest relations 
with Alaska - are thronged 
with would-be passengers, 
including hundreds of women. 

50 years ago 

Indonesian Fire Threat 
Plans to transform 500 
important rubber, quinine, 
tea and coffee plantations in 
Western Java into "roaring 
oceans of fire" are complete. 
Mr Soepama. secretary of the 
Plantation Workers’ Union, 
announced by radio today as 
the Dutch claimed the capture 
of the strategic north-west 
port of Tegal on the Cheribon 
Semarang Railway - a week 
after the start of the Java 
fighting. 
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US and EU harid over diplomatic lead 

Asean faces test over 
turmoil in Cambodia 


By Ted Bardacke and 
James Kynge in Kuala Lumpur 

Hie US and European Union 
have dropped their long- 
standing objection to the Asso- 
ciation of South-East Asian 
Nations' policy of "construc- 
tive engagement" towards 
Burma, and have handed the 
regional group the lead in dip- 
lomatic efforts to resolve the 
political turmoil In Cambodia. 

The mandates will be a test 
of Asean’s regional influence 
as its expands and tries to 
maintain its policy of non- 
interference in the internal 
affairs of member states. “It’s 
not a victory," said a senior 
south-east Asian official who 
said the decision gave Asean a 
heavy responsibility. 

Bilateral pressure from the 
US and EU towards Burma, 
which has resulted in the with- 
drawal of several multination- 
als from Rangoon, is unlikely 
to slacken. However, yester- 
day's decision m eans that the 
west will ease pressure on 
Asean over Burma, which 
joined the regional group last 
week amid embarrassment 
over its human rights record. 

The decision to entrust 
Asean with two diplomatic ini- 
tiatives was made yesterday in 
Kuala Lumpur at the 21- 



Burma's foreign minister U 
Phn Gyaw at the Asean forum 

member Asean Regional 
Forum (ARF), which includes 
the nine members of the 
regional group along with the 
US. the EU, China, Japan and 
Russia. 

“Now that Asean has taken 
in Burma - and Burma Is 
unique in Asean, uniquely 
repressive - it seems to us 
that Asean should. . .try to find 
a way to moderate the behav- 
iour of the government and 
encourage a dialogue with 
[opposition leader] Aung San 
Suu Kyi," said Mr Nicholas 
Burns, US State Department 


spokesman. “That seems to be 
self-interest as well as a 
responsibility.” 

The ARF "commended" 
Asean' s efforts in Burma, 
which have focused on engag- 
ing the military government 
mostly on economic Issues and 
rejecting western nations' con- 
frontational stance. 

Asean nffi rials said their pri- 
ority was to ensure the situa- 
tion in Burma did not deterio- 
rate. They said it would take 
several years before any sub- 
stantial political progress was 
made, particularly with regard 
to development of a new Bur- 
mese constitution. 

Some western officials doubt 
whether Asean will achieve 
success in either Burma or 
Cambodia because of Asean's 
belief that it would only play a 
irradiating role if it was wel- 
comed by all sides. 

Asean remains confused as 
to whether Mr Hun Sen, who 
led this month’s coup in Cam- 
bodia, has accepted the group's 
intervention. Last week he 
invited Asean to irradiate after 
earlier rebuffing its efforts. 

There is consensus that Mr 
Hun Sen must respect the con- 
stitution mid hold elections 
next May. 

Observer, Page 15 


GM vote brings staffing 
dispute close to resolution 


By John Anthers in New York 

General Motors, the largest US 
motor company, appeared yes- 
terday to have averted severe 
disruption to almost all Its 
North American assembly 
plants after members of the 
United Auto Workers union In 
Warren, Michigan, voted on a 
settlement to a local strike 
over alleged under-staffing and 
health and safety risks. 

GM had already announced 
work stoppages for 16,500 
employees at six other plants 
in the US and Canada as a 
result of the dispute, which 
started on Tuesday. 

Although only 2300 workers 
at the GM Powertrain Group 
plant in Warren were directly 
affected by the strike action, 
the impact of a stoppage would 
have been severe. The Warren 
plant provides transmissions. 


wheels and suspension parts 
for all but one of General 
Motors' North American 
assembly plants. 

Concern about the dispute 
last week dented GM*s share 
price, which fell almost 23 per 
cent to $56% on Friday. 

Analysts had drawn paral- 
lels with an 18 -day strike last 
year in Dayton, Ohio, where a 
dispute at two brake plants 
forced the company to shut 26 
of its 29 North American 
plants at a cost of about 
$900m. 

The dispute at Warren Is 
over purely local conditions 
and working practices, and has 
not affected the three-year 
national contract signed by the 
company and the union last 
year. The Powertrain plant 
was one of 10 where there was 
still no local agreement 

The union claimed under- 


staffing had caused health and 
safety problems at the plant 
and said it had won important 
concessions after its “tentative 
agreement" with the GM man- 
agement was announ ced late 
on Friday. 

Mr Ai Benchicfa, president of 
the union branch involved, 
said: "This contract addresses 
a lot of our concerns, espe- 
cially on the manpower issue. 
We have some good resolution 
there." 

Workers were expected to 
ratify the deal yesterday, 
although some said they were 
more concerned about safety 
and the risk of injury than 
about extra pay. 

By the end of Last week, GM 
had announced stoppages at 
Michigan facilities in Buick 
City, Orion Township and 
Lansing, affecting a total of 
11300 employees. 


China Southern offer raises $631m 


Continued from Page 1 

However, analysts warn that 
the pricing puts China 
Southern on a higher p/e 
multiple than Cathay Pacific, 
Hong Kong's de facto flag- 
carrier, which could deter 


investors from pushing the 
share price higher over the 
medium term. There are also 
safety concerns following a 
crash of one of its aircraft ear- 
lier this year. 

China Southern was among 
the earlier H-share candidates 


to win China’s approval for an 
overseas equity issue, but saw 
its flotation delayed for 
restructuring. 

Proceeds from the shares 
issue will be used to buy new 
aircraft and equipment, and to 
pay down debt 


Europe’s 
banks to 
draft code 
for loans 
sell-offs 


By Edward Luce 

Plane by European banks to 
develop an Ameri can-style 
secondary market In bank 
loans wiD receive a boost in 
the next few weeks when the 
banks draw up their first 
agreement on self-regulation. 

The move, which follows the 
creation of the Loan Market 
Association last year, is expec- 
ted to be followed by an agree- 
ment on “codes of conduct" 
for trading syndicated loans. 

Banks will need to get the 
agreement of b o rrowers before 
selling off their loans In a 
secondary market, meaning 
that contracts include a clause 
allowing a bank to transfer 
the loan to another lender. 

Senior officials at the LMA, 
which includes more than 100 
of the world’s largest bonks, 
say expected agreement on 
how tiie market will operate 
will boost the competitive 
position of banks on their syn- 
dicated loans business, which 
offers increasingly low mar- 
gins. "The mantra of banks 
nowadays is to boost their 
return on capital,” said one 
LMA official. "The creation of 
a secondary market for loans 
will enable banks to make 
their capital work hards'." 

Europe's syndicated loans 
market was worth $635bn in 
the first half of this year. 
Senior bankers say the emer- 
gence of a secondary market 
will make it easier for b ank?; 
to sell packaged loans to such 
third parties as other banks 
and institutions and even cor- 
porate treasury departments. 
This will boost the liquidity of 
the syndicated loan market in 
Europe and enable banks to 
diversify their risks and 
undertake portfolio manage- 
ment more e ff ect i vely. 

"Banks will be able to get 
assets off their balance sheets 
and free up capital for other 
uses," said one banker. 

Others, however, caution 
that progress among the 
LMA’s members is unlikely to 
stimulate the rapid develop- 
ment of a market in other 
people's debt At just £5bn in 
the first quarter, turnover in 
Europe’s fledgling secondary 
market is just a fraction of its 
counterpart in the US. 

European borrowers, espe- 
cially corporations, are 
thought to be reluctant to put 
an end to traditional “rela- 
tionship banking". This would 
pose an obstacle as consent of 
the borrower is required to 
allow the transfer of debt 

Bankers are encouraged by 
Imperial Chemical Industries 
allowing transferability on a 
$8.5bn loan it took out to buy 
Unilever’s speciality chemicals 
business. About Slbn has 
already been sold to third par- 
ties in the secondary market 

Default rate falls, Page 17 


FT WEATHER GUIDE 


Europe today 

Scandinavia will ba much cooler and 
more unsettled than recently with 
widespread showers and local 
thunderstorms. There will also be 
some thundery showers In eastern 
and central Europe but here it will 
remain warm and humid. Germany, 
Benelux, most of France and the 
southern half of the British Isles 
should have a fine day with plenty of 
sunshine and Hght breezes, but the 
northern half of the British Isles may 
have some rain. Most parts of the 
Mediterranean region will remain hot 
and sunny with refreshing 
onshore breezes during the hottest 
part of the day. 

Fhne-day forecast 

High pressure wiD bring settled 
conditions to most of northern and 
western Europe, although 
Scandinavia will have some heavy 
showers, possibly with thunder. 

The Mediterranean will stay very hot 
and sunny. It will be quite warm and 
generally dry over central Europe but 
thunderstorms may break out over 
theAfcs. 
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Beijing 

Fair 33 

Caracas 
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Sun 29 

Madrid 
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Sun 31 
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Gibraltar 

Sun 26 
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Glasgow 

Showers 19 

Manta 

Showers 33 
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More and more experienced traveller;; 
make us their first choice. 
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Luxurious investment 


LVMH’s shareholders should be 
grateful to their chairman, Mr Bern- 
ard Arnault He may have demon- 
strated a phobia for conglomerates 
In his approach to a proposed 
merger of Guinness and Grand Met- 
ropolitan {GMG). But LVMH has 
shown that with aggressive and 
astute manag BpvT^ti conglomerates 
- it straddles perfume, luggage, 
retailing and drinks - can trade at 
substantial premiums to break-up 
value. And while LVMH shares 
underperformed its rivals’ during 
the 1990s in dollar terms, over the 
past five years they have delivered, 
good returns by any standards. 

But it is harder to see why inves- 
tors should be delighted by Mr 
Arnault's foray into (SAG shares. 
True, the GMG proposals left his 
Mofit Hennessy drinks business out 
In the cold. And having now built 
up the largest single stakes in both 
Guinness and GrandMet, MH can 
no longer be ignored and it has the 
opportunity to join the party on bet- 
ter terms. But does it really make 
sense to protect a £2bn ($3.34bn) 
investment in MH by investing 
nearly £3bn in GMG? 

At least the precedents are auspi- 
cious - Mr Arnault got the better 
out of his last negotiations with 
Guinness, back In 1994. As long as 
some kind of gfemr drinks merger Is 
completed, he should be able to 
show gains from his new invest- 
ments. And LVMH has a strong 
enough balance sheet to pay for 
them. But the stakes have become 
very high. Premium conglomerates 
depend on the ability of the central 
deal-doer to deliver, and the penalty 
far failure is a discount to break-up 
value. In the case of LVMH, the 
downside would be considerable. 

European banks 

Has the era of European bank 
restructuring finally dawned? For a 
few moments last week, it may 
have seemed so. Two Bavarian 
banks. Bayerlsche Vereinsbank and 
Bayerische Hypo-Bank leapt into 
each others' arms. And Mr Rolf 
Breuer, Deutsche Bank's nbarrman, 
put tire cat among the pigeons by 
hinting that he mi ght consider a 
French acquisition. 

The case for restructuring is clear 
enough. Most banks in France, Italy 
and Germany only make single 
digit returns on equity and markets 
remain extremely fragmented. But 
whether anything mnrh will hap- 
pen soon is doubtful. The most 
lucrative mergers are those which 
allow the parties to leverage two 
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revenue streams off a single cost 
base: Chase/Chemical and Lloyds/ 
TSB were prominent Anglo-Saxon 
examples. Cross-border mergers 
within Europe make less sense 
because there is little overlap. Even 
within countries, restrictive social 
legislation makes it difficult to 
extract merger benefits by cutting 
staff. 

Wifi European monetary union be 
the catalyst for change? Quite possi- 
bly. It will increase transparency 
and thus cross-border competition. 
This wifi drive down margins. At 
the same time, there will be reve- 
nue losses in areas like cross-border 
payments and foreign exchange. 
This combination will defeat the 
weaker banks, forcing them to seek 
security in larger combinations. But 
customer inertia and the social 
backdrop will remain an antidote to 
any quick restructuring. 

Japanese equities 

The Japanese pride themselves on 
being different As for as their stock 
market goes, this is nothing to cele- 
brate. While share prices around 
the world are booming, the Nikkei 
225 has underperformed the FT/S&P 
world market index by nearly 80 
per cent in the past 12 months. 

Renewed concern about the weak- 
ness of the economy is partly to 
blame. A decline in business confi- 
dence and a sharp rebound in 
inventories over the past two 
months suggest that domestic 
demand remains weak. Meanwhile, 
the recent recovery of the yen will 
dampen exports. This is starting to 
affect corporate profits. Brokers are 
paring back expectations for earn- 
ings growth this fiscal year to 
between 7 and 10 per cent - com- 
pared with. 17 per cent on average 
in 1996/97. 

A third worry for equities is an 


adverse shift of the supply. 
balance. This October 
Y675bn (S5.87bn> privatisawon of JK 
Tokal railways, the biggest new ■ • 

ing since the badly-managed flota- 
tion of JR East * t o 

little sign of homegrown demand to 

soak this up: the Japanese hate set 
new records for overseas stock and 
bond purchases since April- 

On fundamentals, the market 
now looks cheap. A prospective 
price/earnings ratio of 38 times is 
low by historic standards. And toe 
valuation to bonds is certainly 
attractive, with the ratio of the 
bond yield to the earnings yield at a 
low of L0 times. But just as overval- 
ued stock markets elsewhere need a 
trigger to foil, the Nikkei is still 
lnrOHn g for an excuse to rise. 

Fixed/mobile telecoms 

The long-predicted convergence 
between mobile and fixed communi- 
cations is finally occurring. And the 
message is that it can happen in 
one of two ways: mobile operators 
can Invade the fixed networks' turf, 
and fixed operators can offer mobile 

SGTVlCfiS. 

At its simplest level, convergence : 
is little more than packaging the 
two types of service. Such bundling, { 
which brings advantages such as 
single bOK is already common in 
the US. Vudafooe is on the point of 
doing the same in Britain via a deal 
with Energis. While the move may 
turn the heat up on British Tele- 
communications, it is mainly defen- 
sive. Vodafone's priority is to hang 
on to its best mobile customers, 
which produce much fatter margins 
than anything it could hope to earn 
from reselling fixed services. 

So long as convergence is merely 
a matter of bundling, Vodafone can 
probably give as good as it gets. 
The worry is what happens if BT 
and Cable & Wireless Communica- 
tions integrate their fixed networks 
with their mobile affiliates, Cellnet 
and One20ne respectively. Such 
technical integration would not 
only produce economies of scale: it 
would allow them to offer custom- 
ers enhanced features such as a sin- 
gle voice mail service for both fixed 
and mobile phones. Vodafone would 
find it hard to respond - except, 
perhaps, by acquiring Energis or 
another fixed operator. 

At present. BT is prevented by 
regulation from taking frill control 
of Cellnet It would be unfortunate 
if, by pushing into fixed services. 
Vodafone encouraged the regulator 
to remove BTs shackles. 
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Bergamasco sale 
raises $694m 

Grfidit Lyonnais, the troubled French 
state-owned bank, has sold its 5&S per cent 
stake in Credito Bergamasco of Italy for 
Ll,24lbn (9694m) to Banca Popolare dl Verona, 
Italy's fourth-largest co-operative bank. 

Page 18 

Microsoft wants it is overvalued 

Microsoft, the world's largest software company, 
is telling investors and Wall Street analysts that 
its shares are overpriced. Last week, tt became 
the second most highly valued US company 
after General Electric, with a market capitalisa- 
tion of more than $l60bn, but warned it was 
ridiculous to value it above industrial giants 
such as Ford and General Motors. Page 19 

Trading In Shorco suspended 

Trading in shares in Shorco Group Holdings, 
which provides services to the construction 
industry, is being suspended today as the com- 
pany announces its agreement to a reverse take- 
over by Peterhouse Group and Lowfields Tech- 
nology Group. Page 18 

Vodafone nears fixed telecoms deal 

Vodafone, the UK’s leading mobile phone opera- 
tor, is In the final stages of negotiating a deal to 
offer its customers fixed telecoms services. 
Vodafone said it was "one month away” from 
reaching an agreement with Energis. the tele- 
coms network owned by the National Grid. 

Page 18; Lex, Page 16 

Hermes PensionStore begins business 

Hermes PensionStore. a new fund manager with 
£L5bn ($2.5bn) in backing from the British Tele- 
com pension scheme, opens for business today. 
The company, majority-owned by South African 
insurer Liberty life, aims to passively manage 
money for big pension funds. Page 18 

Banks wait on Lufthansa decision 

A decision on which banks will lead the consor- 
tium handling the sale of a further DMSba 
($2.7bn) worth of state-owned shares in Luft- 
hansa will be announced this week, according to 
Germany’s transport ministry. Page 19; 

Lex, Page 16 

Mitsubishi to build Japan plant 

Mitsubishi Motors Is to invest Y23bn (8197m) In 
a new plant to produce continuously variable 
transmissions and direct fuel injection engines 
in Japan. Mitsubishi has not built a new plant 
in Japan since 1979. Page 18 

Mexican exporters overcome high peso 

Greater volumes helped several leading Mexican 
exporters overcome the strength of the peso and 
record second-quarter sales and cash flow in 
both peso and dollar terms. Page 19 . 

BOC in £30an deal with ZAK 

BOC, the UK Industrial gases group, has won a 
contract to construct and operate a 230m ($50m) 
air separation unit and liquefaction plant in 
Poland for Zaklady Azotowe Kedzierzyn, 
Poland's third largest chemicals company. 

Page 18 

Tokyo market to enhance attr act i veness 

Tokyo's stock market authorities are moving to 
enhance the market's appeal to investors, before 
the government's “big bang” programme of 
deregulation and expected increases in trading 
volumes and value of transactions. Page 19 

Banking sector Hatters to deceive 

As UK banks prepare to post their first-half 
results, the sector appears to be riding high, its 
stock market performance leaving competing 
sectors in the shade. Beneath the surface, how- 
ever, holes are appearing. Page 18 
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Galileo offering exceeds expectations 

New York share issue values airline reservation system at $2.45bn 


By Virginia Marsh in London 

Galileo International, one of 
the world's three big airline 
reservation systems, yesterday 
said it had been valued at 
*2.45tm In an initial public 
offering in New York - well 
above early expectations. 

The US-based company said 
the $784m offering, which will 
help fund acquisitions, had 
been priced at $24-50 a share, 
at the top of a 823-825 range. 

Strong demand for the stock, 
which is being offered far sale 
less than a year after rival 
Sabre Group Holdings, pushed 


up the price to 826.50 in trad- 
ing on Wall Street on Friday. 

Initially, the offering, which 
was lead managed by Morgan 
Stanley Dean Witter, was 
expected to be priced at 
between 820 and $23 a share. 
The offering is for 31.998m 
shares, representing close to 32 
per cent of the equity. 

The company was formed in 
1993 after the merger of the 
European Galileo network 
with the US Covia-ApoUo res- 


ervation system and was 
worth $l.5bn. Its 11 airline 
owners included British Air- 
ways, KLM, United Airlines, 
US Air and Swissair. 

At the time, it claimed to be 
the first global computer reser- 
vation system group- The busi- 
ness has been strengthened by 
the fact that its owners are 
among its largest customers. 

It provides travel agencies 
and other subscribers with 
fare information, and booking 


and ticketing facilities for 525 
airlines. The system also cov- 
ers 48 car rental companies 
and 220 hotel chains. 

Galileo is expecting net pro- 
ceeds of about- $27 5m fr om the 
offering, rising to $387m If the 
underwriters take up an over- 
allotment option of 4.8m 
shares. It will use the funds to 
finance the purchase of three 
national distribution compa- 
nies with which it works. 

It is buying Apollo Travel 


Services Partnership for 
8700m, Traviswiss for $8m and, 
subject to regulatory approval, 
Galileo Nederland for S2m. 

British Airways, the UK car- 
rier, is-among the shareholders 
reducing their stakes. It said 
yesterday it would make a pre- 
tax profit of £50m on the sale 
of 5.86m shares. This leaves it 
with a 7 per cent holding: Gali- 
leo’s largest shareholders are 
United and KLM. 

Shares in Sabre, Galileo's 


piain rival, were put up for 
sale last October by AMR the 
parent company of American 
Airlines. Other competitors 
include Amadeus, among 
whose owners are Lufthansa 
and Air France. 

Shares in Sabre peaked at 
$33%. after they were first 
offered at 827. but have since 
fallen, closing down at 
8293 on Friday. 

Galileo had revenues of 
$1.09bn in 1996. 


George Graham on the merger problems facing European banks 


Europe set 
to remain 
overbanked 


Banking powers Europe's top twenty 


A t first, it seemed as 
though the dam had 
broken. 

When Bayerische V ere ins- 
bank agreed last Monday to 
merge with Bayerische Hypo- 
bank, its closest neighbour and 
competitor in Bavarian retail 
banking, investors saw it as 
the first in a wave of similar 
mergers that would soon 
engulf the overcrowded Ger- 
man hanking mar ket. 

The restructuring frenzy 
spread to Paris after Deutsche 
Bank, which had itself built up 
a 5.21 per cent stake in 
Vereinsbank. said its highest 
priority was growth in France. 

A call warrant launched by 
ABN Amro Hoare Govett, 
which offered a geared bet on 
shares of 15 banks seen as 
likely to improve their perfor- 
mance through mergers or 
internal reorganisation, 
increased in value by 75 per 
cent in a week. 

But many investors remain 
sceptical about the pace and 
extent of restructuring in con- 
tinental Europe: the practical 
and political difficulties are 
formidable. 

The pressures for consolida- 
tion have been growing for 
some time. Banks have been 
losing market share at the 
margin to low-cost competitors 
such as direct telephone banks 
or supermarkets. 

At the same time, investors 
have begun to demand more 
shareholder value from conti- 
nental banks. The UK banks, 
whose return on equity aver- 


aged 22.5 per cent post-tax last 
year, have set a demanding 
benchmark. German quoted 
banks, by contrast, averaged 
9.1 per cent after tax, and the 
French just 2.1 per cent 

Bankers are also lacing the 
problem of European monetary 
onion. Opinions vary on how 
quickly a single currency will 
lead to a single market for 
banking services, but most 
believe that the euro will pro- 
foundly alter their industry. 

This should give UK banks 
an opportunity. They have 
restructured their businesses 
and improved profitability far 
more radically than their con- 
tinental counterparts. Because 
their shares are valued more 
highly, they are, from a corpo- 
rate financier's point of view, 
ideally placed to boy cheaper 
banks cm the Continent. 

Why not, for example, take 
Credit Lyonnais off the French 
government’s hands for a 
song, in the expectation that 
its performance can be radi- 
cally improved? 

That is a bet UK bankers 
have shown no eagerness to 
take. Few believe they could 
cut jobs and close branches in 
France the same way they can 
in the UK. And without the 
ability to reduce costs sharply, 
taking on a French banking 
network would in the short 
term dilute returns to a level 
that UK shareholders would 
regard as unacceptable. 

German banks such as Deut- 
sche face no such shareholder 
pressures and returns from the 
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French market are no worse 
than from their domestic busi- 
ness. But they have little sur- 
plus capital and their shares 
are trading at around 1V4 times 
net asset value, making an 
acquisition costly. 

“Those who can, don’t have 
a business reason to do it; and 
those who have a business rea- 
son, can’t afford it," said Ms 


Claire Gouzouli of First Con- 
sulting. a banking adviser. 

Over these arguments looms 
the shadow of the public sec- 
tor. In Germany, private sector 
banks account for only II per 
cent of bank branches and 21 
per cent of customer deposits. 
In France, their market share 
is less than 40 per cent. 

So although the Vereinfi- 


bank-Hypobank merger will 
not be the last of its kind, the 
political obstacles to restruct- 
uring the German Sparkassen 
or the French causes d'epargne 
mean that Europe is likely to 
remain overbanked for years 
to come. 
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Jinro units 
to receive 
$50m loan 
bail-out 

By John Burton bi Seoul 

Creditor banks have agreed to 
extend S50m in new bail-out 
loans to core subsidiaries of 
heavfiy-indebted Jinro, while 
forcing South Korea’s largest 
liquor group to sell two main 
businesses to raise capital. 

The move came as a three- 
month freeze expired yester- 
day on debt payments that 
threatened to push the group 
into bankruptcy. 

The banks instead will grant 
four main Jinro subsidiaries a 
grace period of six to 14 
months to repay their loans, 
while lowering the interest 
rates on them. The units 
include spirits, brewery, food 
and construction businesses. 

Jinro is the first beneficiary 
of an anti-bankruptcy pro- 
gramme by leading banks 
after several other conglomer- 
ates collapsed this year. 

The banks decided to sell its 
retail and industrial units in a 
restructuring that would force 
Jinro to concentrate on its 
main distillery business. Jinro 
had earlier promised to sell 12 
of its 18 subsidiaries to raise 
capital for debt payments. 

Jtnro’s financial problems 
have been blamed on an ambi- 
tious diversification pro- 
gramme into construction, 
retailing and brewing over the 
past decade, which resulted in 
debts of Won3,000bn (S3.35bn), 
including Won 1,200 bn to 
banks and Woni,800bn to 
short-term financing compa- 
nies and investment banks. 

The banks said the new 
loans would be extended on 
condition that the family own- 
ers of Jinro hand over their 
shareholdings as collateral. 


Bond defaults lowest in years 


By Edward Luce in London 

The rate of defaults on 
worldwide corporate bond 
issues has fallen to its lowest 
level for 15 years, according to 
Moody’s Investors Service, the 
credit rating agency. 

The rare combination of 
strong profits growth and low 
global interest rates kept the 
default rate to 1.49 per cent of 
all issues in the first half of 
1997, against 2.89 per cent in 
1996. This was the lowest rate 
since 1982, Moody’s said. 

“What we are witnessing is 
ideal borrowing conditions, 
coupled with ideal business 
conditions r said Mr Sean 
Keenan, an economist at 
Moody’s in New York. 

Among other factors, low 
interest rates in Europe. Japan 
and the US have contributed 
to the buoyant debt market. 
Lower interest rates are usu- 


ally associated with higher 
bond prices, which reduces the 
cost of funding for borrowers. 

At the same time, strong 
economic growth in most parts 
of the world has contributed to 
low rates of insolvency among 
borrowers and strong liquidity 
for investors. 

In the first six months of 
this year there were just 16 
bond defaults on some $35bn 
of publicly held bonds. How- 
ever. borrowers from emerging 
market countries, including 
Thailand, South Korea and 
Mexico, made up 31 per cent of 
defaults, a high in the 1990s for 
emerging market borrowers. 

Among these, Thai property 
companies Sahaviriya City and 
Somprasong Land both 
defaulted on bonds of over 
8100m, and South Korea's 
Hanbo Steel, now the focus of 
a corruption investigation in 
Seoul, defaulted on S45m 


of long-term debt in January. 

Economists say the higher 
proportion of emerging market 
defaults reflects the increase 
in the number of issuers 
rather than any general prob- 
lem with profitability. 

“These figures are no reflec- 
tion on the overall health of 
emerging markets," said one 
economist. The proportion of 
emerging market defaults is 
bound to rise as emerging mar- 
ket borrowers make up an 
increasingly large proportion 
of the market" 

Moody’s says the rate of 
default among all corporate 
borrowers Is almost certain to 
rise from the current low. 

“All the risks are now on the 
upside." said Mr Keenan. "Eco- 
nomic conditions have little 
room to improve from here, 
and even marginally worse 
conditions could increase 
defaults in the second half.” 


Hugo Boss earnings jump 25% 


By Andrew Fisher In Frankfurt 

Hugo Boss, the German men’s 
clothing company owned by 
Marzotto of Italy, turned in a 
strong first-half profits perfor- 
mance which beat analysts’ 
forecasts and led to a sharp 
rise in the share price. 

Net income rose 25 per cent 
to DM38J»m (82L3m) on torn- 
over which was 17 per cent 
higher at DM530m. The prefer- 
ence shares gained 7 per cent 
on Friday to close at DM2,150 
as analysts upgraded their 
earnings forecasts. 

Boss, which is bringing out 
a women's collection and 
recently opened its largest 
shop, on ltodeo Drive in Calif- 
ornia's Beverly Hills, said 
sales far the full year should 
be at least 10 per emit higher 
than in 1996. 

Most of the improvement (13 


per cent), came from organic 
growth. The dollar’s rise con- 
tributed a further 2 per cent 
and early deliveries of winter 
clothing, requested fay Euro- 
pean customers, made up 4 
per cent 

The company’s three labels 
- Boss, its main clothing line, 
Hugo for young easterners and 
the more expensive and ele- 
gant Baldessarini line - all 
produced increased sales. 

The Boss label was the main 
contributor to turnover, with 
a 21 pm- cent rise to DM4&4m- 
Hugo sales advanced 41 per 
emit to DM96m and those of 
Baldessarini 21 per cent to 
DMJhn, 

In spite of the slack state of 
the German retail sector. Boss 
raised its domestic turnover 
by 18 per cent to DM197m; 
five percentage points of the 
growth rate stemmed from the 


early winter deliveries. Sales 
in the rest of Europe, exclu- 
ding the effect of the earlier 
deliveries and acquisitions, 
rose 12 per cent, with 
increases of 9 per cent in the 
US and 13 per cent in Asia. 

Union Bank of Switzerland 
raised its 1997 earning s per 
share estimates to DM121 
from its previous figure of 
DM115, and to DM129 for next 
year. In 1996, earnings per 
share wane DM107. Commerz- 
bank expects DM113 this year 
and DM122 in 1968. 

The Boss women's collection 
will be launched in January 
after the presentation of the 
new men’s golf collection at 
the Cologne men's fashion 
show next month. Boss is also 
pushing ahead -with further 
shop openings in the US, west- 
ern Europe, Asia and South 
America. 
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Mobile operator’s link with Energis network could mark a first in telecommunications partnerships 


Vodafone prepares fixed service move 


By Hugo Dixon 

Vodafone, the UK’s leading 
mdbfler phone operator, is in 
tiie final stages of negotia- 
ting a deal to offer its cus- 
tomers fixed telecommunica- 
tions services. 

" Mr Chris Gent, Vodafone's 
chief executive, said he 
thought the group was “one 
month away from cutting 
an agreement with Energis, 
the telecoms network owned 
by the National Grid, to sell 
its services. 

The deal would be the first 
time a mobile operator has 


offered fixed telecoms ser- 
vices in the UK. It is further 
evidence of how fixed and 
mobile communications are 
converging. 

Vodafone would offer a 
full range of fixed telecoms 
services - including voice 
telephony, data communica- 
tions and private networks - 
under its own brand name. 

Customers would receive a 
single bill covering both 
their fixed and mobile 
phones, and qualify for vol- 
ume discounts on their com- 
bined usage of both types of 
communications. The main 


focus would be on corporate 
customers. 

Although Vodafone's move 
Is in some ways a threat to 
British Telecommunications, 
which dominates the fixed 
market, it is also defensive. 
Vodafbne is worried that BT 
and other fixed operators 
win impinge on its business. 

BT and Cable & Wireless 
Communications (CWC), the 
other main fixed operator, 
already sell mobile services 
but not on an integrated 
basis with their fixed ser- 
vices. That, though, is expec- 
ted to change. “We could 


find our accounts being 
eroded by people offering 
fixed/mobile Integrated ser- 
vices." Mr Gent said. 

BT already offers custom- 
ers the chance to use a sin- 
gle phone number for both 
their mobile and fixed 
phones. From next spring, it 
plans to sell a handset which 
could be used both as a cord- 
less phone, linked Into the 
fixed network at home or the 
office, and as a mobile. 

BT has also sought to 
acquire the 40 per cent of 
Cellnet, the mobile operator, 
it does not already own. Cur- 


rently, it Is prevented from 
doing so by regulation. But 
if that changed, BT might be 
able to integrate its and Cell- 
net's networks gaining econ- 
omies of scale and market- 
ing advantages which could 
threaten Vodafone. 

Similarly, CWC has aspira- 
tions to offer integrated 
mobile and fixed services. 
One way it might achieve 
this would be through closer 
links with 0ne20ne, the 
mobile operator 50 per cent 
owned by Cable & Wireless, 
Its parent. 

Ironically, Vodafone is 


keen to seQ both B^s and 
CWC's fixed services to well 
as those ctf Energis,- and is 
currently in negotiations 
with them. “We are hoping 
the two other majors, -.will 
let us resell their service 
too,” said Mr Gent 
Meanwhile Energis, which 
has plenty of spare capacity, 
hopes the Vodafone deal will 
bring It more volume. It is 
also In negotiations to cut a 
parallel deal to sell Voda- 
fone's mobile services to its 
oozparate customers. 
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Hermes PensionStore in ambitious launch 


By Jonathan Guthrie 

Hermes PensionStore, a new 
fund manager with £i.5bn 
($2J>bn) in backing from the 
BT pension scheme, opens 
for business today. 

The company, majority- 
owned by South African 
insurer Liberty Life, alms to 
passively manage money for 
big pension funds. But con- 
sultants said it faced a tough 
ta sk breaking Into tbis busi- 
ness, which is dominated by 
Barclays Global Investors 


and Legal & General Invest- 
ment Management. 

Hermes PensionStore Is 
launching two months later 
than first expected. Mr Marc 
Hbmmel, a director, blamed 
this on regulatory delays. 
The company was approved 
by the Department of Trade 
and Industry in June, but 
did not receive authorisation 
from the Personal Invest- 
ment Authority until last 
Friday. 

The BT pension scheme, 
the largest In the country 


with £20bn in assets, has 
injected £L5bn into the two 
index-tracking funds offered 
by Hermes PensionStore. 

The first fund. Index- 
Tracker, received £1.275bn. 
This alms to track the FTSE 
All-Share Index with a devia- 
tion of no more than 0.15 per 
cent a year. The second, 
DodexPlns, got £23Sm. This 
has the goal of outperform- 
ing the All-Share at low risk. 

ST’S wholly owned invest- 
ment management subsid- 
iary, Hermes, will run the 


two foods for Hermes Pen- 
sionStore. The telephone 
company has a 10 per cent 
stake in the new business's 
parent, PensionStore, which 
sells money-purchase pen- 
sion plans to individuals and 
companies. Another 60 per 
cent is owned by Liberty 
Life. Capital International, a 
big US fond Tnnnag rpr which 
supplies PensionStore with 
active management services, 
holds the balance. 

BT wants Hermes to sell 
its services to a wider mar- 


ket - its only cheat apart 
from the BT pension fund Is 
the Post Office pension 
scheme, for which it man- 
ages £15bn. By expanding Its 
£32bn asset base it hopes to 
boost revenues without 
greatly increasing costs. 

Mr Alastair Ross Goobey, 
chief executive, said it was 
targetting the index-tracking 
market because: “It is grow- 
ing strongly, there are fewer 
competitors and the costs of 
breaking into it are rela- 
tively low. We already have 


£i5hn in passively managed 
money, which makes us one 
of the tqp three managers in 
the UK." 

• PensionStore said it 
was considering setting up 
special ATMs allowing shop- 
pers to pay premiums into 
their personal pensions and 
receive information on fund 
growth. The machines would 
be located in shopping cen- 
tres owned by its parent Lib- 
erty life, which include 
Lakeside Thurrock and 
Gateshead Metro. 


Peterhouse and Lowfields Technology deal includes £3m placing 

Shorco — “ 

in reverse 
takeover 

By Chris Tfghe 

Shorco Group Holdings, 
which provides services to 
the construction industry, 
has agreed to a reverse take- 
over by Peterhouse Group 
and Lowfields Technology 
Group. 

Shorco's shares, which 
closed down Ip at 73Vip on 
Friday, are consequently 
being suspended today. 

The deal, the value of 

which has not been dis- (I-**) Peterhouse directors David BramweQ, David Best, and Philip Brierley with David 
closed, includes a £3m plac- Jackson, chief executive, who is aiming for a £25m market capitalisation name Grain 

ing of shares currently held 

by NatWest Ventures and 3L bring together a number of Totty Construction Group. deputy chairman of Shore 
The reverse takeover is contracting businesses with Totty was rescued in 1989 in April, succeeding M 
intended to enhance Pets - - an annual turnover of about by Mr David Jackson, who David Phillips, one of th 
house’s growth prospects, £70m and a market capitalis- led a management buy-in founders, after hi 
while offering the venture ation approaching £15m. and buy-out of the company death, 

capitalists an exit strategy Shorco. which makes steel in 1990. Mr Jackson is chair- Mr Jackson said th 
by a route other than a trade storage cabins and provides man both of Peterhouse and board’s first objective was t 
sale. trench support and health Lowfields, which he founded raise the enlarged Peter 

NatWest Ventures will exit and safety equipment, had a in 1995. house group's market cap 

from Peterhouse and Low- market capitalisation on sns- Mr Jackson, non-executive talisation to £25m within 1 
fields and Si will halve their pension of about £5m. chairman of a number of months to increase it 

stakes. The enlarged group. The principal subsidiary of companies in which 31 has a attractiveness to institu 
to be called Peterhouse, will Peterhouse is Bradford-based substantial stake, became tional investors. 


Hint of reverse 
in bank sector 




bring together a number of 
contracting businesses with 
an annual turnover of about 
£70m and a market capitalis- 
ation approaching £15m. 

Shorco. which makes steel 
storage cabins and provides 
trench support and health 
and safety equipment, had a 
market capitalisation on sus- 
pension of about £5m. 

The principal subsidiary of 
Peterhouse is Bradford-based 


Totty Construction Group. 

Totty was rescued In 1989 
by Mr David Jackson, who 
led a management buy-in 
and buy-out of the company 
in 1990. Mr Jackson is chair- 
man both of Peterhouse and 
Lowfields, which he founded 
in 1995. 

Mr Jackson, non-executive 
chairman of a number of 
companies in which 31 has a 
substantial stake, became 


mansantm Return Grata 

deputy chairman of Shorco 
in April.- succeeding Mr 
David Phillips, one of the 
founders, after his 
death. 

Mr Jackson said the 
board’s first objective was to 
raise the enlarged Peter- 
house group's market capi- 
talisation to £2Sm within 18 
months to increase its 
attractiveness to institu- 
tional investors. 


By George Graham 

As UK hanks prepare to 
report their first-half results, 
the sector still appears to be 
riding high, its stock market 
performance leaving compet- 
ing sectors gasping in the 
shade. 

When the interims season 
gets under way this week 
with Abbey National and 
Lloyds TSB, that position 
should be sustained. 

Loan growth has been 
steady but not worryingly 
strong. Bad debts remain at 
historically low levels. And 
margins,' in spite of blea tings 
about the ferocity of compe- 
tition, are still fat in most 
business segments. 

Beneath the surface, how- 
ever, wormholes are starting 
to appear. 

Pretax profits for the nine 
English banks - their Scot- 
tish rivals have different 
reporting years - are expec- 
ted to have risen in aggre- 
gate by about 16 per cent to 
£8.25bn (SlBJBbn) In the first 
six months of the year. 

But the picture is diff- 


erent if yon strip out HSBC 
and Lloyds TSB, the two 
heavyweights of the sec- 
tor. 

If you also adjust for 
National Westminster 
Bank's turnround after an 
accounting loss in the first 
half of 1996, and for Abbey's 
first time inclusion of earn- 
ings from National & Provin- 
cial, underlying profits are 
fiat or falling. 

There is scope for some 
unpleasant surprises. 

The strong pound is not 
expected to hurt the corpo- 
rate loanboo k until the sec- 
mid half; but it will -diminish 
the sterling profits of HSBC 
and Standard Chartered, 
which earn most of their 
money overseas. . • 

In investment hanking, 
too, attention has focused on 
the problems of NatWest 
Markets. • 

However, difficulties qt. 
Barclays’ BZW unit could ffe 
just as severe, especially if 
the bank is forthcoming 
about the effect of this 
month’s budget on its equity 
derivatives book. 



CONTRACTS & TENDERS 


NOTICE OF TENDERS 

Hungarian Power Companies Ltd. (^MVM Rt“) hereby gives notice of fee issuance of ten- 
ders for die establishment of new power generating capacity in the Republic of Hungary. 

Investors who meet the criteria of eligibility may submit bids pivsuant to the tenders for 

■ die establishment of a new dopstcbaUe public power station with a rated capacity of 
between 20 and 200 MW; or 

■ the extension of the lifetime of an existing power station by more than 3 years and/or die 
increase of its rated capacity by more than 10%. 

The new generating capacity should enter into commercial operation between 
1 January 2001 and 31 December 2003. 

MVM RL intends to obtain commitments for the construction of a total of 800 
+1- 200 MW of new generating capacity pursuant to the tenders. 

Bids will be accepted from individual investors or consortia who, among other requirements: 

a) hold a valid preliminary power station establishment, power station establishment, gene- 
ration or supply license issued by the Hungarian Energy Office; and/or 

b) meet, or whose shareholders holding individually or collectively at hast a 50% stake in 
such persons meet, the following technical and financial conditions: 

(I) Technical conditions: die bidder must own or operate, or have constructed or manu- 
factured, a generating unit of at least the same she, of the same type and operating on 
similar foel as the power station which is fee object of fee bid; 

(ii) Financial conditions: the equity of the bidder shown in its most recent audited finan- 
cial statements must be at least equal to the projected investment costs of the power 
station which is the object of the bid. 

Bidders under point b) must meet both conditions (i) and (ii). Where the bidder is a consor- 
tium, die technical and financial conditions may be fulfilled separately by individual members 
of the consortium. However, membere of a consortium may not aggregate their technical or 
fiiMiwrifll qualifications in order to fulfill the technical or financial conditions. 

Only investors who have purchased the tender documents may submit bids in the tenders. The 
tenders will be in two stages. The deadline for submission of bids in fee firar stage is 
30 September 1997. Bidders eligible to proceed to the second stage will be notified by MVM 
Rl of the bid submission deadline for the second stage at a later date. 

Hung arian is the official language of the tenders. Persons wishing to receive Hungarian lan- 
guage tender documents must pay a non-rcfimdable foe of HUF 800,000 plus 25% VAT by 
crediting fee account of MVM RL, RAIFFEISEN UN1CBANK RL H-1052 Budapest, V6rf 
Utca 19-21. account no. 12001008-00119261-00800008 or USD 4,200 plus 25% VAT at 
account no. 12001008-00! 1926 1 -00700001. 

Tender documents can be obtained by submitting proof of payment of such amount on or after 
foly 30, 1 997 to MVM Budapest, Vfcau. 5-7, 2nd floor, Room 218 on weekdays 

from 10:00 am. to 3:00 pm. Persons wishing to obtain tender documents should advise 
MVM RL in advance at telephone: (361) 202 0652; facsimile: (361) 202 0573. 

Unofficial p j Qglfch language translations of fee tender documents are also available in fee 
same manner as described above at a cost of HUF 200,000 plus 25% VAT or USD- 1, 100 plus 
25% VAX. 


CONTRACTS a TENDERS 



NOTICE OF TENDERS 


Magyar VBanosMwek ft. 


Hungarian Power Companies Ltd. (JHVM RL") hereby gives notice of the issuance of ten- 
ders for the establishment of new power generating capacity in the Republic of Hungary. 

Investors who meet fee criteria of eligibility may submit bids pursuant to fee tenders for fee 
establishment of a new dispetcbaUe public power station with a rated capacity exceeding 
200 MW 

The new generating capacity should enter into commercial operation between 
1 January 2004 and 31 December 2006. 

MVM RL. intends to obtain commitments for tbs construction of a total of 1,100 
+/- 300 MW of new generating capacity pursuant to fee tenders. 

Bids will be accepted from individual investors or consortia who among other requirements: 

a) bold a valid preliminary power station establishment, power station establishment, gene- 
ration or sipply license issued by the Hungarian Energy Office; and/or 

b) meet, or whose shareholders holding individually or collectively at least a 50 % stake m 
such persons meet, fee following technical and financial conditions: 

(i) Technical conditions: the bidder must own or operate, or have constructed or manu- 
factured, a generating unit of at least fee same size, of the same type and operating on 
similar fuel as tbe power station which is the object of the bid; 

(ii) Financial conditions: the equity of the bidder shown in its most recent audited finan- 
cial statements must be at least equal to one third of the projected investment costs of 
fee power station which is tbe object of the bid. 

Bidden under point b) must meet, both conditions (I) and (ii). Where fee bidder b a consor- 
tium, the technical and financial conditions may be fulfilled separately by individual members 
of tbe consortium. However, members of a consortium may not aggregate their technical or 
financial qualifications in order to fulfill fee technical or financial conditions. 

OnJy investors who have purchased tbe tender documents may submit bkb in fee tenders. The 
tenders will be in two stages- The **&•*"• for submission of bids m fee first stage fs 
30 September 1997. Bidders eligible to proceed to tbe second stage will be notified by MVM . 
Rt of fee bid submission deadline for fee second stage at a later date. 

Hungarian is fee official in ngnag #. of the teodos. Persons wishing to receive Hungarian lan- 
guage tender documents must pay a Don-refundable fee of HUF 800,000 plus 25% VAT by 
crediting fee account of MVM RL, RAIFFEISEN UNICBANK Rt H-1052 Budapest, Vari 
utca 19-21. account no, 1200100840119261-00800008 or USD 4,200 phis 25% VAT at 
account no. 12001008-00119261-00700001. 


July 30, 1997 to MVM Rl,H- 1011 Budapest, VSm u. 5-7, 2nd floor, Room 218 on weekdays 
from 10:00 am. to 3:00 pm Persons wishing to obtain tender documents should advise , 
MVM RL in advance at telephone: (361) 202 0652; facsimile: (361) 202 0573, 

Unofficial English language translations of fee leader documents arc also available in the 
same manner as described above at a cost of HUF 200,000 plus 2556 tM 1 or USD 1,100 plus 
25% VAT. 


Italy far Li^ion imuu. -v-- f 0U rth- 

interest was to Banca Popolare df Verona 

largest cooperative bank with assets at end-Decemner 

Which is under 

sell its European retail banking 

as part of its preparations for privatisation, said 

mascodid not “correspond" to its new 

It said it would remain present m Italy bran 

in Milan which bad a clientele of leading W*** 

mgs companies. It intended to pursue development 01 tms 

^Criidit Lyonnais acquired the Bergaaaasco stake for 
Ll,l44bn in 1988 and has since merged the nwJPJJ™ 
Italian bank with Banco San Marco, based In vemce. 

Announcement of the deal, which is subject to tne 
approval of the appropriate supervisory authorities, 
comes about a month after a draft report by the partia- 
mehtary committee set up to monitor the restructure c* 1 
the bank suggested that rescuing it could cost French tax- 
payers far more *han previously estimated. Tbe moves to 
unwind much of the bank's remaining retail banking net- 
work outside Fiance represent the end of attempts, 
started in the early 1990s, to create a pan-European retail 
banking network. David Oicen, Pans 

U POLAND 

BOC in £30m deal with ZAK 

BOC. the UK industrial gases group, has won a contract 
to construct and operate a £3Qm air separation unit and 
liquefaction plant in Poland. The plant, which will come 
on stream in mid-1999, will be the largest of its kind in the 
country. It is being bitilt for Zaklady Azotowe Kedzierzyn. 
Poland’s third largest company, and will supply 

dally 1,340 tonnes of oxygen and 1,800 tonnes of nitrogen. 
ZAK produces ammonia- based fertilisers, oxo-aicofaols and 
adhesives. The plant will be built by BOC Process Plants, 
the group’s construction arm. and will be managed by 
BOC G&zy, its local subsidiary. BOC Gazy. which was set 
up in 1993, is 88 per cent owned by BOC with the balance 
hel d by the Polish state. Virginia Marsh. 

■ LONDON PROPERTY 

C&I in Northacre joint venture 

Capital & Income Group, the rapidly expanding private 
property company, said yesterday it was entering the resi- 
dential market through a joint venture with Northacre, 
the upmarket developer. The venture, Northacre Capital. 
aims to invest in central London residential properties. 

Its activities are to include development and refurbish- 
ment of residential schemes. C&I, which until now has 
Invested only in commercial property, said the venture 
would give it exposure to a strong growth market while 
providing Northacre with extra financial muscle. 

Virginia Marsh 

■ CAR MAKERS 

Mitsubishi to build Japan plant 

Mitsubishi Motors tstd invest Y23bn_($i97m>m a new 
plant to produce continuously variable transmissions and 
direct fuel injection engines in Japan. Mitsubishi has not 
built a new plant in Japan since 1979. Construction at 
Yagt Kyoto prefecture, will start this summer and the 
plant will go into foil production in early 1999, employing 
about 270 people. Continuously variable transmissions are 
mainly used in minlcars. which are taking a growing 
share of the Japanese car market Bethan Hutton. Tokyo 

m TELECOMMUNICATIONS 


NTT wins approval for inti calls 

NTT. Japan’s big semi-privatised telecommunications 
company, has been given tbe formal go-ahead to start pro- 
viding international telephone services through a subsid- 
iary from this autumn. NTT Worldwide Telecommunica- 
tions will initially use leased lines to offer international 
services to large Japanese companies, mainly for data 
transmission. 

The move is part of a wider deregulation of Japan's tele- 
coms market NTT is being allowed into the international 
market and specialist international telephone companies 
are being permitted to enter the domestic market, which 
NTT dominates. The company is due to be split into three 
parts in 1999, in order to promote competition. 

The ministry of p osts a nd telecommunications attached 
some conditions to NTT’s licence for doing international 
business because of its dominant position. These include 
separating the new subsidiary's sales operations from the 
rest of NTT, and not allowing NTT board members to take 
senior positions at NTT Worldwide. Bethan Button 

■ CREDIT LINES 

GB&T to sign $50m Euro facility 

General Banking & Trust, a Hungarian bank bought by 
Russia's Gazprombank last year, is to sign a $50m, 364-dav 
Euro-loan direct pay letter of credit facility with arranger 
Credit Suisse First Boston in Budapest on Wednesday 
Bank Austria will act as co-arranger. The credit line will 
support a 364~day,$50m US commercial paper programme, 
also arranged by CSFB, which will be used by GBT pri- 
marily for short-term trade finance. This is the first time 
GBT has tapped the E uro-syndi cated loan market and tbe 
US commercial paper programme will be the first of Its 
kind for a Central European issuer. CSFB states. 

Biester Eddy, Budapest 

m INTERNATIONAL ACQUISITIONS 

UK attracts foreign buyers 

Non-UK companies are stepping up acquisitions of British 
^neermg businesses, according to figures collated by 
KPMG, the accountancy and consulting firm. The findings 
Show the value of purchases of British electrical, elec 
ironic and man uf ac turing engineers in the first ha if q f 

ISf ^ $1>4hn <£830m >- “P ab o«t a q uarter on 

the same period in 1996. 

■ CHINA 

Car insurance fraud rises 

a “ to ‘“ora- said fraudulent claims have 
grown dramatically, and as many as 20 per cent are oho- 

“5* *? news I«Per reported Sunday. F?aSmt 
auto cfalmsavaage about 5,000 yuan b5 ranSL 

as high as 200,000 yuan, the China Daily m 
um from HOC Property Co. “About 30tod 2£££u 
be found every year m any medium-sized crty.^M? jfa 
Haunao. deputy manager of PICCs motor insurance 
department, was quoted assaying. ^nce 

FICC has 70 per cent of the Chinese insurant 

and settled 1.9m claims last year. 

lObnyuan, the newspaper SRffiKS ZZ 

01 dafo^hich luSttkoaL 

MrJiasaW - cases 

era who burn, blow up or push their vehkSeS* » 
report sold vehicles as, stolen and try tou&e a S?' 

icy for multiple vehicles, accotdingto Nfr?u£ 385** 

ss apssa- ■sms.- 

AP. Beijing 
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COMPANIES AND FINANCE 


Microsoft says group’s shares are overpriced 


By Louisa Kehoe hi Seattle . 

Microsoft, the US software 
company, has embarked on a cam- 
paign to talk down its stock price. 

The company, which last week 
became the second most highly 
valued in the US. after General 
Electric, with a market capitalisa- 
tion of mare than $Z60bo, Is tell- 
ing investors and Wall Street ana- 
lysts that its shares are 
overpriced. 

Microsoft is the world’s largest 
software company - and a ben- 
wether for the US high-technology 
sector, which is driving Wall 
Street's bulls. 

Mr Steve Ballmer, Microsoft 


executive vice-president, Wall 
Street’s valuation of the company 
was ‘'laughable", it was ridiculous 
to value Microsoft above such 
industrial giants as Ford and Gen- 
era] Motors, given the short life 
cycle of its products and the vola- 
tility of high-tech markets. 

At the group's axmual meeting 
with financial analysts at the end 
of la st week Microsoft's top execu- 
tives tried to hammer home their 
m e ssage. The meeting, attended 
by about 150 analysts and institu- 
tional investors, heard repeated 
warnings of potential pftfoUs, ris- 
ing costs and the competitive 
challenges Microsoft could face 
over the next 12 months. 


Mr Bill Gates, chairman and 
chief executive, spoke of rising 
research and development casts, 
which he said were expected to 
increase to S2.8bn, a 20 per cent 
jump, in the year to June 1998. 

Mb' Ballmer warned that the 

next generation of Windows soft- 
ware — now called Windows 98 - 
would not be a “blockbuster’’ 
product like Windows 95. Also, 
efforts to increase sales to busi- 
nesses would involve expanding 
the salesforce and additional 
costs. 

Mr Greg Maffei, chief financial 
officer, raised the spectre of satu- 
ration in the personal computer 
market, warning that 75 per cent 


of PC sales to large US companies 
were replacement machines 
which generally produced lower 
software revenues. 

The US corporate sector was a 
leading indicator of trends in the 
broader US and world PC mar* 
kets, he said, adding that the US 
borne PC market might also be 
close to saturation. 

"Our stock valuation Is predi- 
cated on us doing a wonderful job 
next year, and the year after and 
the year after that,” said Mr Ball- 
mer. “1 hope you will take to 
heart the challenges we face over 
the next few years.” 

Most analysts said they had not 
been moved by Mr Ballmer’s exor- 


ta turns. “I didn 't team anything 
new," said Ms Mary Meeker of 
Morgan Stanley. She said she was 
sticking with her forecast for con* 
tinned strong earnings growth in 
fiscal 1998. 

Others suggested that Micro- 
soft’s bearish presentation was 
self-serving. Stock options, a big 
component of compensation for 
Microsoft employees, were priced 
according to a formula based on 
the lowest price of the shares in 
July. The value of options would 
be increased by a fall In the share 
price. 

Microsoft insisted that its pur- 
pose was not to improve stock 
option values. “We are trying to 


set realistic long-term expecta- 
tions,'’ the company said. 

However. Mr Maffei acknowl- 
edged that Microsoft would need 
to buy back at least 30m -35m of its 

own shares in the next 12 months 
to offset the dilutive effects of 
employee stock options. At cur- 
rent share prices that would cost 
between 54-lbn and frJ-Sbn. In fis- 
cal 1997, the company bought 
back 37m shares for about S3.1bn. 

A lower share price would 
reduce these costs, but if Micro- 
soft's stock were to remain flat for 
a prolonged period the company 
would face “enormous pressure" 
to raise employees' salaries, said 
Mr Maffei. 


Mexican 
exporters 
overcome 
high peso 

By Dante] Dombey 
in Mexico City 

Greater volumes helped 
several leading Mexican 
exporters overcome the 
strength of the peso and 
record second-quarter sales 
and cash flow in both peso 

and d ol lar te rms. 

Results declared late last 
week also showed signs of a 
continued improvement in 
domestic demand However, 
net profits foil because of the 
effect of the strong exchange 
rate and low inflation 
cm the companies' monetary 
holdmgs. 

AJthougfa inflation for the 
year so far has been more 
than 9 per cent, the peso has 
appreciated 145 per cent 
since December 31, a devel- 
opment which has concerned 
same industrialists. 

Second-quarter sales at 
Alfa, the steel and petro- 
chemicals conglomerate, 
were 7J5bn pesos ($lbn), 6.4 
per cent higher than a year 
ago. Its prices fell 1L4 per 
cent an average, since prod- 
ucts sold on the domestic 
mar ket are Often linked to 
the dollar. Volumes rose 20 
per cent. 

The company increased Its 
export revenue ^ per cent 
in peso terms to 2 Jbn pesos, 
while domestic sales rose 7 
per cent to 5.8bn pesos. 
Operating income was up 11 
per cent to 1.4bn pesos. 

Net majority income for 
the quarter slid 13.1 per cent 
to 926m pesos. 

The conglomerate Desc 
recorded sales of 3.7bn pesos, 
16-5 per cent up an a year 
ago. Exports jumped 44B per 
cent to $l64.6m but net 
majority income fell 18.1 per 
cent to 48&5m pesos. - 
Cemex, the Mexico-based 
cement company, reported 
sales of 7.5bn pesos far the 
quarter - in peso terms 12 
per cent higher than the 
same period last year. Mea- 
sured in dollars, the increase 
was 22 per cent. 

More than half the sales 
rise came from an acquisi- 
tion last year in Colombia, 
but Cemex also saw rises of 
11 per cent in Mexico and 22 
in Spain, its two biggest 
markets. 

• Cemex’s operating income 
for the quarter of UBbn pesos 
was up 9 pa* cent on the 
same period a year before. 
Although net profits were 
down 36 per cent at Utbn 
pesos, cash flow of 2.4bn 
pesos was up 8 per cent . 

By contrast, a 4.4 per cent 
rise in volumes by Altos 
Homos de M&dco, steel pro- 
ducers. was not enough to 
avoid a 22 per cent sales foil 
to 2.9bn pesos. Operating 
profits fell 6 per cent to 472m 
pesos, and net income tum- 
bled 76 per cent to 319m 


The big draw for cigarette companies 

Philip Morris and BAT have invested more than $2bn to upgrade their operations in Mexico 


Ifhin three weeks 
of each other, 
Philip Morris of 
the US and BAT Industries, 
the UK tobacco group, have 
made investments worth 
more than &ltm in Mexico's 
tobacco duopoly. 

BAT announced on Tues- 
day that it was repurchas- 
ing Cigaxrera La Modems 
(CLM), the cigarette maker it 
sold in the mid-1960s, for 
$1.7bn; Philip Morris spent 
$400m at the beginning of 
July to lift its stake in Ciga- 
tam. (JIM’S only competitor, 
from 29 to 50 per cent. 

BAT’S return to Mexico 
with one of toe largest for- 
eign investments ever regis- 
tered in the country reflects 
not only the sea change in 
Mexico's attitudes to foreign 
investment, but also the 
co untr y ’s potential as a man- 
ufacturing base for export 
In the 1960s, BAT was pro- 
gressively squeezed out of 
the Mexican tobacco busi- 
ness by price controls, for- 
eign exchange rationing and 
laws that restricted foreign 
ownership. It fell out with 
Mr Alfonso Romo, its local 
partner, and sold its remain- 
ing 45 per cent holding in 
1968 for a mere $80m - in 
retrospect, a costly mistake. 

The following year. Mexico 
elimi na ted state controls on 
tobacco forming and market- 
ing. Under farmer president 
Carlos Salinas, foreign 
investment laws became 
friendlier, price controls 


were lifted, and constitu- 
tional reforms in 1992 
allowed the private sector to 
become Involved In agri- 
business for the first time 
stn e e the 191D-1917 Mexican 
revolution. Both CLM and 
GJgatam seized toe opportu- 
nity to improve toe quality 
of their raw material. 

Mr Romo set up research 
stations in the southern 
state of Chiapas, and hired 
Yugoslav and Bulgarian 
technicians to work on 
tobacco yields and pest con- 
trol. He convinced farmers 
to plant two tobacco crops a 
year, instead of one, and 
introduced crop rotation to 
improve the soil. 

As a result, the yield and 
quality of Mexico's tobacco 
crop im p roved dramatically. 
CLM even began producing 
cigars. Its San Andris brand 
has been well accepted in 
toe US. 

“Mexico Has toe potential 
to produce the same quality 
of tobacco leaf as Cuba,” 
says Mr Rolando Calderdn, 
an analyst with Santander 
Investments. 

Mr Calderon believes 
Philip Morris and BAT were 
also attracted to Mexico 
because of its low production 
costs - up to 50 per cast 
lower than the international 
average, according to indus- 
try surveys. 

“The acquisitions appear 
directed at making Mexico . 
•an; r Important cigarette - 
exporter to other Third 



World countries, particularly 
in Asia,” Mr Calderdn says. 

While Gigatam, with 47 per 
cent of the Mexican cigarette 
market, has concentrated on 
increasing its share of 
domestic sales, CLM, the 
market leader, has made 
exports a priority and now 
sells 22 per cent of its output 
abroad. 

In 1996, CLM’s exports 
earned 949m, an 81 per cent 
increase over 1995. Its Mon- 
tana brand is a market 


leader in the Persian Gulf. 
Exports to the former Soviet 
Union are growing and CLM 
is set to develop and export 
brands to China. It has also 
reached agreement to manu- 
facture and distribute its 
brands in Vietnam, whose 
72m population consumes 
55bn cigarettes a year. 

By contrast Mexicans are 
not heavy smokers. Fewer 
than one in four adults 
smoke, according to the 
Health Ministry, and con- 


sumption has been falling 
since its 1985 peak of 54bn 
cigarettes to about 46.8bn 
today. 

H owever, analysts are 
expecting to see in 
1997 the first real 
growth in cigarette sales in 
five years. 

“By 1996,” Salomon Bros 
says in a report, “the Mexi- 
can cigarette market should 
have returned to- its [pre-de- 
valuationl 1994 level and 


steady volume growth of no 
more than 1 to 2 per cent a 
year should resume." 

Air Caldertm says: “Com- 
pared with the US and west- 
ern Europe, where cigarette 
consumption is foiling, even 
modest growth rates in 
Mexico are attractive to 
tobacco multinationals.” 

The biggest threat facing 
Mexico's tobacco industry is 
contraband from the US. 

Cigatam estimates smug- 
gled cigarettes account for 30 
per cent of the market for 
Marlboro, as well as 7 per 
cent of the total cigarette 
market. CLM's cheaper 
brands have been less 
affected. 

Gi gatam says it is working 
with the government and 
Philip Morris to reduce 
smuggling, but weak law 
enforcement along the 2.000- 
mile US-Mexican border and 
the corruption of customs 
officials make progress 
unlikely in the short term. 

This year, Cigatam 
reduced the price of Marl- 
boro packets by 20 per cent 
to match the street price of 
smuggled cigarettes. CLM 
also cut prices of its more 
expensive brands. The price 
cuts have reduced sales reve- 
nues and operating margins 
at both companies, although 
analysts say these remain 
acceptable at about 16 per 
cent for CLM and 20 per cent 
for Cigatam. 

Leslie Crawford 


Banks 
wait on 
Lufthansa 
decision 


By Andrew Rshar 
in Frankfurt 

A decision on which banks 
will lead the consortium 
handling the sale or a fur- 
ther DM5bn ($2.7bn) worth 
of state-owned shares In 
Lufthansa will be 
announced later this week, 
according to Germany's 
transport ministry. 

However, the ministry 
declined to comment on a 
report that Deutsche Bank. 
Germany's biggest, would 
play only a secondary role 
in the sale, saying the 
choice of banks had not yet 
been made. 

The airline and Deutsche 
Bank said they did not know- 
how the decision would go. 
Seven banks were asked to 
make presentations to the 
ministry, which is being 
advised by Metzler, a Frank- 
furt private bank, on the 
sale of the 36 per cent stake. 

The report. In Frankfurt 
Aiigemeine Zeitung. a lead- 
ing German dally newspa- 
per, said Dresdner Bank - 
the country's second big- 
gest. which has close links 
with Lufthansa - seemed 
likely to lead the consor- 
tium with a foreign invest- 
ment hank, possibly Merrill 
Lynch of the US. 

As well as denting the 
prestige of Deutsche Bonk, 
this would be a departure 
from the procedure followed 
when government shares In 
Deutsche Telekom were sold 
to investors for DM20bn last 
November. 

The two German banks 
acted as global coordinators 
with Goldman Sachs of the 
US. In the DMlbn sale of 
government shares in Luft- 
hansa at the end of 1984. 
Dresdner co-ordinated the 
bookbuilding process in 
which investors' intentions 
are assessed in advance. 

The list of banks from 
which the ministry will 
choose the arrangers and co- 
arrangers of the sale also 
includes ABN Amro Roths- 
child, Morgan Stanley. 
Union Bank of Switzerland 
and SBC Warburg. 


TSE prepares ground 
ahead of its ‘big bang’ 


By Owen Robinson 

Tokyo's stock-market 
authorities are moving to 
enhance the market’s appeal 
to investors, ahead of the 
government's “big bang” 
programme of financial 
deregulation and expected 
increases in trading volumes 
and value of transactions. 

Among the changes 
planned by the Tokyo Stock 
Exchange is a separate sec- 
tion to be created next sum- 
mer to process, large-lot 
orders such as cross-trades 
which involve simultaneous 
placement of buy and sell 
orders for a single issue. 

The new section will fea- 
ture expanded trading hours, 
from 8J30am to 6pm, com- 
pared with regular floor 
trading hours from 9am to 
3pm, and a separate online 
system to transfer orders 
from securities houses. 

As a first stop, the TSE 
will in October extend pro- 
cessing of large-lot orders by 
one hour from toe close of 
regular trading at Spin. 

Other 'measures include 
raising the minimum trading 
unit of 150 issues for comput- 
erised trading and stream- 


lining order processing to 
facilitate cross-trading. 

The exchange will also 
upgrade its electronic trad- 
ing network to enable mem- 
ber brokers to relay orders 
from any of their branches, 
instead of the current rule of 
accepting orders only from 
one branch per broker. 

Securities houses, both for- 
eign and domestic, have wel- 
comed the proposed changes 
at Japan’s largest exchange. 
Most expect big bang 
reforms to increase overall 
business, more than off-set- 
ting the loss of income from 
the abolition of stock-trading 
commissions next year. 

The Osaka Securities 
Exchange, toe TSE's main 
domestic competitor, is also 
preparing to streamline trad- 
ing procedures and upgrade 
its computer systems. Unlike 
its Tokyo counterpart, the 
OSE trades Nikkei-225 index 
futures and is seeking to win 
business away from Singa- 
pore, the other main 
regional market for Nikkei- 
225 futures. 

In the cash-stock ma rket, 
however, the OSE and TSE 
have traditionally competed. 
The big bang programme 


has already changed that 
rivalry, with the introduc- 
tion of individual stock 
options trading in Japan on 
July 18. 

In a rare show of co-opera- 
tion, the TSErand OSE devel- 
oped a .common stock-option 
trading system along Euro- 
pean lines. Both foreign and 
Japanese brokers had high 
hopes that the new option 
market would revitalise toe 
cash-stock market and lure 
individual investors back 
after last year’s dismal per- 
formance. 

But trading ended its first 
week last Friday on a dull 
note. Volumes were thin as 
institutional investors 
stayed out of toe new mar- 
ket and individuals 
remained wary. 

Analysts say many are 
watching the course of toe 
new market and will move 
in when they see large inves- 
tors channeling funds into 
Individual options. But last 
week's disappointing perfor- 
mance prompted some to 
warn against “unrealistic” 
expcctions that big bang 
reforms would instantly 
generate new business and 
profits. 



Advance Bank 
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The notes will bear interest 
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the interest period from 
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28 October 1997 aiB amount to 
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THE SIAM RECOVERY FUND 
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US$ 10.30 per Share and 
820,000 Warrants each to subscribe for 
one Share at a price of US$ 12.00 

IN UNITS OF FIVE SHARES AND ONE WARRANT, 
AT A PRICE OF US$ 51.50 PER UNIT 
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There is a familiar saying In 
the stock market: if you 
stand In front of a rampag- 
ing bull, you are liable to 
end up with hoof marks all 
over your back. 

The man displaying these 
bovine accessories last week 
was Mr Alan Greenspan. 
Having hinted last year that 
a financial bubble was in the 
making when the Dow Jozies 
Industrial Average was at 
6,400, what would the Fed- 
eral Bank chairman say with 
the market over 8,000? After 
all, nothing much has 
changed in the first half of 
this year: the US economy 
keeps chugging along with- 
out any sign of accelerating 
inflation and the stock mar- 
ket keeps climbing. 

Yet the Greenspan rheto- 
ric has shifted. Now, it 
seems, irrational exuberance 

Sony set 
to benefit 
from yen 
weakness 

Pre-tax profits at Sony in the 
first quarter to June are 
expected to reach Y57-80bn 
($69. 3m) compared with 
Y43£bn last time, boosted by 
the residual positive impact 
of the yen's weakness along 
with strong sales of audio 
and visual products, ana- 
lysts said. Their forecasts for 
Sony’s first-quarter revenue 
range from Yi,330bn to 
Yl,420btu up from Yl,170bn a 
year earlier. 

“As it will take more time 
before the reversal of the 
yen's prolonged weakness 
starts pressuring Sony’s 
earnings, the company must 
have experienced another . 


is out- instead, the Fed chair- 
man allowed himself to spec- 
ulate last week about 
whether the US - and the 
world - was experiencing “a 
once or twice in a century 
phenomenon that will carry 
productivity trends ... to a 
new, higher track". 

Has there been some sort 
of Damascene conversion 
here? Or has Mr Greenspan 
just learnt the lesson of 
would-be market timers 
everywhere - that lying 
down in front of the herd 
can be a painful experience, 
even if you are the rihm'rmnn 
of the Federal Reserve? 

Certainly, the economic 
and financial picture doesn’t 
get much better. The infla- 
tion in financial asset prices 
has not spilled over into the 
real economy. Instead, defla- 
tionary pressures remain in 


the ascendant - thanks in 
part to the dollar’s climb - 
propelling long-term bond 
yields back down towards 6 
per cent Corporate earnings 
continue to rise: second- 
quarter figures suggest at a 
rate of nearly 10 per cent, a 
slowdown from the begin- 
ning of the year but still 
nothing to be sniffed at 

This has left US market 
watchers reaching for their 
thesaoruses far new superla- 
tives to describe the invest- 
ment outlook, and digging 
out fresh comparisons to the 
1960s, though less attention 
has been given to the fact 
that the sixties were fol- 
lowed by the stock market 
graveyard of the seventies. 

IT bond yields stay down 
and earnings keep rising, 
this outburst of enthusiasm 
may be justified. But 


these are big “Jfs". 

As the accompanying 
chart shows, the relationship 
between US bond and earn- 
ings yields has bounced 


profits than the current 20 
times prospective earnings, 
argues Mr Douglas GUggott 
at JP Morgan. 

These are alluring 


Having hinted last year that a financial bubble 
was in the making when the Dow Jones 
Industrial Average was at 6,400, what would 
the Federal Bank chairman say with the 
market over 8,000? 


around in the past decade: 
the current ratio, of about 
0.7. suggests that stocks 
have been getting much 
more expensive relative to 
bonds. Still, the relationship 
hardly looks a strain. 

Also, if this really is the 
low-inflation, steady-growth 
sixties all over again, there 
may be a case for putting a 
higher value on corporate 


thoughts. The trouble is, the 
band market has priced in 
all the good news. That 
leaves plenty of room tor dis- 
appointment and, since the 
yield ratio is looking more 
stretched, any fail-back in 
bond yields would translate 
pretty quickly into lower 
equity prices. 

The dollar poses some- 
thing of a problem here. If 


the currency stopped clim- 
bing, it would remove one of 
the main deflationary forces 
in the latest leg of fids bull 
market. A fall would also 
put a question mark over the 
flow of Japanese money that 
has been one of the Treasury 
bond market's biggest sup- 
ports. 

Yet the strong greenback 
is beginning to hurt corpo- 
rate America, slicing earn- 
ings from companies - those 
in the technology and con- 
sumer products sectors, for 
instance, that have led the 
1990s attack on world mar- 
kets. This comes at a time 
when some companies are 
beginning to show the strain- 
from the treadmill of endless 
cost-cutting and productivity 
improvement Take the lat- 
est flurry of strikes at Gen- 
eral Motors, for Instance: 


these have not been about 
hi g h er pay, but about forc- 
ing workers to do more over- 
time, put off their vacations 
or take shorter bathroom 
breaks in the name of 
greater efficiency. 

There has also been a 
detectable shift In the rheto- 
ric of company bosses. They 
always pay lip service to the 
supposed fierceness of global 
competition, of course. But 
now, a nervous sweat is 
detectable on some brows as 
they face a squeeze on profit- 
margins. For recent exam- 
ples take Citicorp and East- 
man Kodak: both have pul- 
led off impressive revivals 
but each is now trying to 
gear itself up for another 
round of cost-cutting to be 
able to stay the course. 

Despite this, corporate 
earnings have continued in 
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quarter of earnings growth." 
said Mr Yoshlharu Izuml. 
analyst at UBS Securities. 

He put first-quarter pre-tax 
profits at Y59bn on revenue 
of Yl,420bn, assuming that 
the company was able to 
hedge at above Y12Q against 
the dollar during the quar- 
ter, compared with an aver- 
age hedging rate of Y110 a 
year earlier. 

“Fluctuations in exchange 
rates can threaten Sony's 
earnings at any lime, given 
the high level of its exposure 
to exports. In the case of the 
recent reversal of the yen’s 
weakness, this is not likely 
to have any tangible impact 
00 earning* until file thir d 
quarter to December," Mr 
Izumi said. 

■ Banco Santander is 
expected on Tuesday to 
report first half to June net 
profits after minorities of 
Pta54hn-Pta57bn ($376m) up 
from Pta45-9bn a year ear- 


lier. Earnings growth will be 
fuelled by a continued firm 
performance from the 
grotto's domestic operations 
and by the positive impact of 
the stronger dollar on the 
bank's foreign investments. 
analysts s aid. 

“Banco Santander is the 
b ank which has benefited 
the most from the dollar’s 
appreciation, with its 
operations in the US and 
Latin America," said Mr 
Ignacio Cornejo, analyst at 
Beta Bolsa. 

“We’D see some further 
consolidation from San- 
tander’s more recent Latin 
American acquisitions such 
as Invermexico, Banco de 
Venezuela and Colombia’s 
Bancokia, which will boost 
net interest income," Mr 
Cornejo said, adding that he 
also expected a good perfor- 
mance on the commissions 
side and from financial 
operations. But brokers 
Schroders Securities forecast 
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that results from the bank’s 
trading operations would be 
less spectacular in the sec- 
ond quarter. 

■ BMW, the German car 
maker, is set to announce a 
first half net profit of 
DM400m-DMS00a ($28203), 
up from DM335m a year ear- 
lier, when it reveals its 
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results early this week, 
according to analysts. Sales 
in the period are expected to 
climb from DMSS^bn to 
about DM30bn. 

“Like all the top three Ger- 
man carmakers, BMW will 
have benefited in the first 
half from the lower mark 
and an attractive range of 
models,” said Mr Heinz Wey- 


ershaeuser, DG Bank ana- 
lyst. These factors have 
enabled the company to gain 
market share despite a stag- 
nating European market, a 
US market which only rose 1 
per cent and a Japanese 
market which shrank 1.6 per 
cent in the first half, he 
said. 

Mr Bjoem Kirchner, BNP 
car analyst, said the strong 
pound meant that BMW’s 
UK Rover unit would have 
contrasting effects an sales 
and earnings. “Rover will 
have a negative effect on 
earnings and a positive 
effect on sales," he said. He 
expected Rover to continue 
posting losses this year, 
“although results should be 
better than a year ago in all 
of BMW’s divisions”. 

■ First-half earnings at 
Pharmacia & Upjohn, the 
troubled US-Swedkh drags 
group, are expected to tum- 
ble to between 7Z and 81 


cents par share from 95 cents 
a year earlier, according a 
survey of 15 analysts. The 
average expectation is for 
first-half earnings per share 
of 75 cents, according to the 
survey carried out by six 
market estimates in Stock- 
holm. 

Analysts said they would 
be focusing on the progress 
of new products to see 
whether they were stem- 
ming a recent sales decline 
or if sales growth for those 
products was also slowing 
down. They will also be 
looking for currency effects 
and the effects of generic 
competition for older P&U 
products. 

Mr Fred Hass an, P&LFs 
new chief executive, warned 
earlier this month that nega- 
tive sales and earnings 
trends are likely to continue 
through 1997 and that sec- 
ond quarts' results may not 
exceed the first quarter fig- 
ures. 


general to match the ambi- 
tious targets set for them. 
Maybe the productivity mir- 
acle hinted at by Greenspan 
really has been in full swing. 

It wouldn't pay to get car- 
ried away, though. If Green- 
span was wrong to be cau- 
tious last December, why 
can’t be be wrong this time? 
A bullish Fed chairman 
should be no less frightening 
a vision for the stock market 
than a bearish one. 


fey AFX News 


■ Abbey National, which 
opens the UK banks first- 
half reporting season cm 
Tuesday, has been steadily 
diversifying its revenue 
streams since it became the 
first building society to con- 
vert into a bank eight years 
ago. Worries now centre, 
however, on its core mort- 
gage and savings business. 
Interim profits are expected 
to come in about £675m 
($L13bn) before tax, but will 
be flattered by the inclusion 
of National & Provincial, 
acquired last August. 

■ So far this year, the bank- 
ing sector has outperformed 
the market and Lloyds TSB 
has outperformed the bank- 
ing sector. The reasons 
should become clear with 
the announcement on Friday 
of first-half profits which 
even the most sceptical ana- 
lyst* place in excess of 
£1.5bn, ($2.5bn) np 32 per 
cent on last year. 
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ROYAL BANK OF CANADA 
NOTICE OF MEETING OF HOLDERS OF DEBENTURES 

NOTICE IS GIVEN ilurc then; will be a mewing (the “Mcnting") of holder* of 
debentures outnantUue under a iron deed dated as of October I. 1984 between to 
Royal Bank of Canada ((he "Bn*"! and Mooned Tru« Gjmpany of Canada as cramc 
(to ‘TTneaceT, « amended and supplemented (“Thin Indenture”). The outstanding 
debentures ate to floating me debentures due July J. 2005 ithc "European Series 
Debentures'), and to 10.8% debentures due June I. 1998. liWS debentures doe 
January IS. 1999, HLK» de bentures due October 14, 1999, 11% debentures (AIR) due 
July 1,3X30. lift debentures tAJRUtneJnty 1,2000 li.7S% debentures due inmary 
31. 2001. 10.15% debentures due August IS. 2001, 11% debe n tures due Jamtsiy II. 
2002, IOlS'I debentures due March I. 2002. 93% debentures due Jure 8, 2003. and 
floating rate debentures due October 1. 2083 I collectively, the "Canadian Series 
Debe nture s**! ithe European Senes Debentures and to Canadian Series Debentures are 
collectively referred to as to "Debentures'), 

The Meeting will be held re Auditorium C, 315 Front Street West. Taranto. Ontario on 
August 20. 1997 at 2M pm (Toronto time) to consider, and if thought fit. to peas an 
Extraordinary ResohnkM las soefa tern is defined In to Trust Indenture) anewating 
the amettriment of to Dust Indenture, by way of supplemental indenture- The 
Mnteodmeai would permit to Bank, with to prior approved of to Office of to 
Superintendent of Financial Institutions, to offer holders of selected series of 
Dc b et Uu t M to right m e x d ma gc. oo notice given by the Bank gad without payment of 
lather oonritorton. an itnn not less too sill of to Debentures of sudi series for 
term dors of to Bank. 

The term notes would have terms and conditions substant ia lly to same as the 
Debentures - viu mg fri- but would rank in pcwriiy to subordinated indebtedness of the 
Bank, mdudhtj; Deb en t ur es. The term notes would rank equally wuh. and have to 
rating as. long term deposit liabilities of the Bank. Given regulatory capital 
reqolremcna requiring to amortisation of Debentures os they appraadi mat urity, to 
amendment wouAf enable to Bank m maintain 3 more efficient and eon effective 
capital structure. 

This notice if pvenptnuam to to provisions of tbe Trust Indenture to to Intent tot 
to EnreonUnaty Resolution passed at to Meeting or any adjourn m ent will, if pawed 
in acnxdmax with to provisions contained in the Trust Indenture, be binding on all 
boidas of Debentures, whether p re s e nt or ateem at to Meetings or any adjournment. 

A quorum at to Meeting consists of bokfcr of Debentures present In penon or by 
ntwy md representing nm k» too a majority in principal amount of to outstanding 
Debentures. If a quorum Is HI present within 30 minutes after to time fixed for to 
Meeting, to Meeting shall stand adjetaoed without notice to to same iky SI the next 
week (or. if sudd day is not a business day, to to next following business day) at to 
time and place, unless to Trustee appoints some otter time ml place of which 
pea test than 14 days' notice shall Ik given. A quorum at such adjourned meeting 
entrusts of to hulden of DdbcuMic a ton moent in person or by proxy. 

If rodre ® te effective, to Eanaretlinaiy Rcstdntioo must be passed by to affirmative 
vote of to boiden of not less than 66 2 f¥Z of to principal amount of Debeenws 
rcp wmwi at to Meeting and voted on a pod upon radi icwhnkjc. 

Pursuant to to Trust indenture, to Trustee has made arrangements with Morgan 
Gunixnty Trust Company of New York. Brussels office, as operator of Eurodear 
Sytrem f-Euroto*^- Ckrtel Bank. Socito anonyme rOsW Baltic*; and (he principal 
paying Agent set 0« below for die purposes of enabling to hoHen of European Series 
ril J which are in haws form, to be present and vote w to Meeting and 
any adjournment without predating their Debentimsi and to be repreaaned and vote by 
nnny, Holden of European Scries Debentures held through Eurodear and Cedel Bank 
wHi be fmrwrrri through Eurodear or Colei Bank. For further Wonoatioo. hoWeri of 
European Series Debentures may wotact to principal Paying Agent at to following 


United. 

nQMMi VletoHa Street. Lootou ENGLAND SC4V4DE 
a i i wii h H! Cremate Wftwn 
Ttfc 44 171 6534055 

DATED at Monuto, QuAcc. dlls 28* day of July. <997 
ROYAL BANK OK CANADA 


SABHAN MERCHANT 
BANKING 6RP0RAI10N 

USS 1 00,000,000 
Floating rate notes 
due 2000 

Notice is hereby given that for 
the interest period 28 Jnfr 
f997 to 38 October I9B7 the 
notes wlU cany an interest 
mxof&J3438% per annum. 
Interest payable on 28 
October 1907 wW amount to 
USS783.84 per USS50.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 
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TUnts directory Usts Jar the fiat time in a tingle source ever 7,000 
crmCf nitutgs assigned by iitatbig agencies - nine aitenmttontd 
end 25 heal — to emerging nurM fixed-income securities itu 
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A directory of the agencies, their rating scales and criteria is also 
included in each edition. 

In addition each agency's rating system has been tniralatnd into i 
CREM raring score for caac of co mparis on Multiple tarings of 
sovereign debt have also been aggregated into a mtique sovereign 
composite index and are listed alongside the individual issuer's 
CREM rating score to provide i univeral means of comparison 
between local currency debt from different countries. 

Every three months, subscribers receive tbc complete list of 
radttgs, cumularivriy npdattd. in a 460 pngc boand book. 

FT Credit Ratings in Eowrgiiig Markets is indispensable to; 

♦ International fund manager; ♦Investors 

♦ Investment advisers and lenders with expotruro to 

emerging markets 

♦ Tradm of krag-tena and shon-term debt 

♦ Corporate and sovereign bomwera ♦Regulators 

For further information contact: 
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Wariness over Billiton prospect 


Investors needed to be quick 
off the mark to secure the 
premium in Billiton, the 
metals and mining group 
which made its debut on the 
London Stock Exchange last 
week after its demerger from 
Gencor of South Africa. 

Priced at 220p in the inter- 
national offering, the shares 
opened 8Vip higher when 
provocation trading began 
on Tuesday, but this lasted 
just “minutes if not sec- 
onds", according to one 
investment banker, before 
they fell back to settle at 
221 p, where they ended the 
week. Unconditional trading 
in the shares begins today. 

Issue-watchers said the 11- 
bank syndicate, led by global 
co-ordinators Robert Flem- 
ing and Union Bank of Swit- 
zerland, had a tough sell 
with Billiton, with Investors 
wary of political risk and a 
steep issue price. A syndi- 
cate official described the 
220 p offer price, at the lower 


end of an initial 210p-240p 
range, as “market pricing” 
rather than “aggressive pric- 
ing”. 

The price valued Billiton 
at just under £4.6bn and 
raised £825m before costs. 
Flemings and UBS placed 97 
per cent of the shares, with 
long-term investors account- 
ing for more than two-thirds 
of the takers. 

If investors are wary of 
mining Issues, they just love 
airports, judging from the 
reception for shares of Aero- 
porti dl Roma, the company 
that operates the Italian cap- 
ital’s two airports. 

Those investors lucky 
enough to be allocated 
shares - the international 
tranche was 28 times over- 
subscribed - saw an immadi- 
ate 29 per cent gain as for- 
eign buyers sent the price 
soaring to L14.200 (477p) 
from the flotation price of 
Lll.000 when trading began 
on Thursday. 


Aeroportl is only the 
fourth airports company in 
Europe with a stock market 
listing, joining Copenhagen 
and Vienna airports and 
BAA, the UK operator. 
Investors "were willing in 
most cases to pay more than 
L11JOOO," one banker said. 
"There are not that many 
opportunities to invest in 
airports so it is a popular 
sector;” 

The Italian state sold 54m 
shares, or 45 per cent of the 
company, lead managed by 
Lehman Brothers, raising 
L594biL Total demand on the 
institutional side was 
L4£00bn. 

There are several factors 
applying to Aeroportl that 
make it particularly attrac- 
tive. analysts said. The tour- 
ism boom is one; another is 
the company's “very sub- 
stantial profit margins,” 
according to one fund man- 
ager. 

Some analysts wondered 


how long the share price 
would stay above the clouds. 
Ms Camilla Reeves at Guin- 
ness Flight Hambro said the 
airport sector was not cheap 
and its earnings growth 
potential was constrained by 
heavy capital expenditure. 

Aeroportl was “very well 
priced,” she said, adding: 
“There is tremendous inter- 
est in them at the time of 
issue and then they tend to 
go to sleep for some time.” 

Meanwhile, the flood of 
big-ticket European privati- 
sation issues continued with 
the Spanish government’s 
announcement of the sale of 
up to 35 per cent of Endesa, 
the country's main power 
group. 

The sale is expected to 
raise up to Pta l.ODObn 
(£3.88br0, with 70 per cent of 
the shares aimed at domestic 
retail investors. Merrill 
Lynch is to be global coor- 
dinator for the international 
tranche of the issue. 
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MARKETS: This Week 


JotirLAuthecs 


US bond and equity markets 
MU have plenty of new 
information this week to 
help them assess whether 
last week's impressive rallies 
were justified. 

Inspired largely by 
positive interpretations of 
Mr Alan Greenspan’s 
Humphrey-Hawkins 
testimony, delivered to 
Congress last week, equity 
markets indulged in a strong 
rally, with the Dow Jones 
Industrial Average 
decisively breaking the 8.000 
barrier it had tested the 
week before, and then 
passing 8 , 100 . It closed on 
Friday at 8,113.44. having 
opened the week at 7890.46. 

Bonds also reacted 
favourably to the testimony, 
which was generally 
interpreted to mean that a 
rate rise in the nest few 
months could be safely ruled 
out. The yield an the 
benchmark 30-year Treasury 
bond declined steadily 
through the week, reaching 
6.44 per cent, down from 6.52 
per coit a week earlier. 

Bonds are likely to be 
affected by today’s 
announcement from the 
Treasury on its likely 
borrowing needs for the final 
two quarters of the year. 
Supply factors have been 
influential in powering the 
recent bond market rally, 
and some analysts are 
looking for the government 
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to Finn ounce a reduction in 
the frequency of auctions. 

Tomorrow will bring the 
second-quarter employment 
cost index, a measure whose 
continuing subdued growth 
was cited by Mr Greenspan 
as a positive factor for the 
economy. The expectation is 
that this will continue, with 
a rise of about 0.8 per cent. 

But attention will focus on 
the employment report for 
July, due on Friday. The 
market may take fright if 
the total payroll increases by 
more than 200,000. 


U>fiDpN By-Ret®- John. 


Banks, which have been 
largely responsible for the 
strong performance of the 
UK market over the past few 
months, will start to show 
their true colours this week. 

The sector's interim 
reporting season opens with 
Abbey National on Tues day 
followed by Lloyds TSB on 
Friday. While no horrors are 
ey ppcf a d the figures may put 
some of the ratings in 
perspective. 

Historically, hawks run 
into profit-taking on the 
figures and the incentive 
could be particularly strong 
this time, especially with the 
former building societies. 
Abbey, for example, has 
evoked concern about its 
core mortgage and savings 
business, where it has been 
losing market share. 

While Lloyds is expected 
to show profits op by more 
than so per cent from last 
year, questions may be 
asked about the potential for 
receiverships as exporters 
begin to feel the pinch of 
Calling orders and rising 
prices. 

Economically, the main 
focus will be June consumer 
credit figures, due on 
Tuesday. These are forecast 
to be slightly down on the 
previous month’s figure of 
£Llbn. Same economists will 
interpret the dip as showing 
that current spending Is 
based more on the building 
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society windfalls than on 
heavy borrowing. 

On the other hand , the 
May figure was about £400m 
above the equivalent figure a 
year ago and £300m above 
most forecasts. 

Broadly, there will be a 
slight lull between last 
Friday's second quarter GDP 
data, which tended to take 
away some of the pressure 
for further rate rises, and 
the Monetary Policy 
Committee meeting next 
week, when a decision on 
rates will be taken. 


FRAIRCFUBT By Graham Bowley 


The Bundesbank appeared to 
send a warning to financial 
markets last week that it 
might soon tighten 
monetary policy' in a bid to 
stop the D-Mark’s slide and 
cool Germany's spectacular 
stock market rally. 

In a statement after the 
meeting of its central 
council, the Bundesbank 
said it was paying especially 
dose attention to the 
D-Mark and to developments 
in financial markets. 
Analysts said this meant the 
hank could soon adopt a 
variable repo rate and that 
interest rates might then be 
on an upward course. 

"A switch to a variable 
rate repo as early as in three 
weeks time is conceivable 
with the timin g depending 
strongly on the further 
development of exchange 
rates," said analysts at IBJ 
in F rankf urt. They said a 
rise in money supply growth 
might also be the trigger for 
tighter monetary policy, 
although figures last week 
showed M3 money supply 
growth fell within the 
authorities' target corridor. 

In spite of the 

Bundesbank's veiled threat, 
the German stock market 
had a good week last week. 
Its rally being spurred by the 
announced merger of 
Vereinsbank and Bayerische 
Hypotheken-und-Wechsel 
Bank. 
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Daimler Benz, the 
industrial group, will 
present its half-year results 
in London on Thursday. SGL 
Carbon, the fast-growing 
carbon products company, 
holds its half-year press 
conference on Friday. 

On the economic front, 
foreign trade data is 
expected to show a large 
trade surplus, reflecting the 
positive effect of the weak 
D-Mark. Imports have grown 
less rapidly, in part because 
of the sluggishness of 
domestic activity. 


TOKYO By Gwen Robinson 


COHIHICNpHrriES' By Gwen Robinson 




Japanese shortfall lifts pork 


Pork belly futures prices, 
which soared in Chicago at 
the end of last week on 
rumours of Japanese buying, 
could rise farther this week. 

Japan has been facing a 
shortage of pork since March 
when Taiwan was hit by a 
foot-and-mouth disease epi- 
demic In its hog herd and 
suspended exports. 

Taiwan was Japan's big- 
gest pork supplier, with the 
US in second place. But an 
expected surge In demand 
for US pork by the Japanese 
failed to materialise - partly 
because the country had 
good stocks at the time of 
the scare. 

Another factor was that 
the cuts of pork favoured by 
Japanese consumers differ 
from western tastes. 


However, analysts think 
the Japanese might now be 
switching attention to the 
US market. 

Japanese consumption of 
pork always increases in the 
summer and wholesale 
prices of domestically- 
produced pork in Japan have 
recently risen to a six-year 
high. 

Mr Chuck Levitt, an ana- 
lyst with Alaron Trading in 
the US, said Japan's Obon 
holiday, which extends 
throughout mid -August, is 
normally a period of high 
meat consumption. 

Although any shipments 
would not arrive in time lhr 
the holiday, they would 
replenish Japanese stocks, 
which already stand between 
25 per cent and 30 per 


cent below a year ago. 

“The usage between now 
and mid-August in Japan is 
pr e tty strong.” said Mr Lev- 
itt. "So a lot of people think 
they are buying some extra 
to fill in for needs.” 

On Thursday pork belly 
futures for July delivery on 
the Chicago Mercantile 
Exchange closed the 3-cents 
daily limit a pound higher 
at 85 JO cents. The market 
had previously been tum- 
bling, with July closing the 
3-cent limit lower on 
Wednesday. 

Japanese domestic produc- 
ers have bean unable to take 
advantage of the growth 
in demand for pork as 
unusually hot weather has 
affected production in same 
areas. 


OTHER MARKETS Complied by Clare Gascoigne 


PARIS 

Attention this week will still 
be focused on the banking 
sector, which produced a 
sharp upward run mid-week 
on the back of comments 
from Deutsche Bank that it 
was looking to acquire a 
French bank. 

The sector, dominated by 
CCF and BNP, led the 
CAC-40 to break through the 
3,000 barrier and set an 
all-time high on Wednesday 
of 3,026.99 before profit- 
taking set in. 

Overseas earners are 
likely to be favourites, fol- 
lowing the 15 per cent rise in 
corporation tax and doubling 
of capital gains tax that will 
have greatest impact on 
companies that earn most of 
their money in France. 

LVMH will be closely 
watched, following the 
increasingly bitter row with 


Guinness, over nhnirman Mr 
Bernard Arnault's demerger 
plan. 

AMSTERDAM 

The market continues to per- 
form well, although UBS 
strikes a note of caution and 
says the economy “Is 
starting to show some signs 
of over-heating . . . the only 
way for rates, it appears, is 
up". 

The interim results season 
continues, following strong 
performances from Philips 
and ASM Lithography last 
week. Figures are due from 
DSM. KNP BT. Unilever and 
Akzo NobeL DSM, the chemi- 
cals group which rose 
sharply last week on news of 
a German acquisition, is 
expected to announce net 
profits of FI 250.1m ($120 Jm) 
for the second quarter. Net 
profit at papermaker KNP 
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Onwards and upwards marches the mighty dollar 


What can stop the dollar? 
The US currency gained 4.6 
pfennigs last week and no 
economic data or central 
bank actions look like set- 
ting it back this week. 

Mr Alan Greenspan, chair- 
man of the Federal Reserve, 
lent his voice last Tuesday 
to the growing consensus 
about the US economy: that 
it is near perfect Growth is 
high and Inflation is low, 
possibly because companies 


are using new technology. 

The market responded to 
his words by sending the 
dollar higher. On Friday the 
non-farm payroll jobs data 
and the National Association 
of Purchasing Management 
survey, both for July, should 
back up the consensus. The 
figures are expected to show 
the US economy has acceler- 
ated again after a slightly 
slower spring - Thursday’s 
gross domestic product data 


for the second quarter could 
be disap p o inting. 

Yet however fast the US 
economy grows, prices sim- 
ply refuse to rise. Mr Green- 
span thinks they will remain 
fairly static this year, pick- 
ing up only in 1998. The sec- 
ond-quarter employment 
cost index, out on Tuesday, 
is forecast to prove him 
right, with the market 
expecting just a 2.7 per cent 
year-on-year rise. All this 


should be good news for the 
dollar, already at about 
DML84. 

If there is a threat to the 
US currency,, it could came 
from the Bundesbank. Two 
Bundesbank officials hinted 
on Friday that the bank 
might move from a fixed to a 
variable repo rate and 
tighten monetary policy as a 
way of supporting the 
D-Mark. Few strategists 
believe this threat The weak 


D-Mark is helping German 
exports, and Germany's 
economy needs all the help 
it can get. The country's 
trade and current account 
data for May, out this week, 
should reflect the benefits. 

The market thinks the 
Bundesbank council is just 
trying to slaw the D-Mark's 
fall ahead of its four-week 
summer holiday. Foreign 
exchange strategists see 
good times for the dollar. 


FT GUIDE TO WORLD CURRENCIES 


The table below gives the latest Bvattabto rates of exchange (Taunted) against four May currencies on Friday, July 25. 1997 . ki some cases the ran Is nominal. Market rates are the average of buying and anting 
mas except where they are shown to be otherwise. In some cases market rates have been catenated from those of foreign currencies to which they are Bed. 
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BT is forecast to reach 
FI 76.6m. and at Anglo-Dutch 
conglomerate Unilever 
FI i.lSbn. 

Akzo Nobel is expected (o 
benefit from the absence of 
maintenance stoppages, 
which had a negative effect 
on last year's second quar- 
ter. The consensus forecast 
is for second-quarter net 
profit of FI 40a. 7m- 

MADRID 

As Madrid returns from a 
long holiday weekend, inves- 
tors may be hoping for 
rather less volatility than 
last week. The general index- 
dipped below 600 on Monday, 
rebounded by 2.7 per cent at 
mid-week, only to slip back 
to 596 points at the close on 
Thursday. 

At the top of this week's 
agenda is first-half figures 
from the banks, beginning 


The equity market is set to 
continue moving sluggishly 
after seesawing throughout 
Last week. In recent sessions, 
the Nikkei 225 index has 
been unable to break out of 
the 20,0(0-20.400 range, boxed 
m bv alternate bouts of 
profit-taking and 
bargain-bunting on dips. 
Investors have begun to turn 
their focus on 
high-technology stocks and 
other leading blue chips, 
dumping financial issues on 
renewed concerns about 
their health and the 
widening scandal over 
dealings with corporate 
racketeers. 

Japanese government 
bonds benefited towards the 
end of last week from the 
Bank of Japan's lukewarm 
economic prognosis and the 
implied assurance of 
continuing low interest 
rales. In its quarterly 
economic outlook the BoJ 
said that Japan's economy 
continued on a moderate 
recovery track, but warned 
that the effects of the April I 
increase in sales tax from :> 
to 5 per cent were still 
restraining faster growth. 

The report's cautious tone 
was further evidence of the 
central bank's shift from iLs 
previously bullish stance, 
which fuelled speculation of 
on immin ent rate increase 
and drove down JGBs a 
couple of months ago. 


today with the state con- 
trolled Argentarin banking 
group. Expectations arc for 
net profit after minorities to 
be about Pta30.5bn-Ptn33.2hn 
<$l97m-S2l4m>. down from 
Pta3T.2bn. Analysts sav the 
profits will continue to be 
negatively affected by falling 
interest rates, depressing net 
interest income growth, as 
well as high oxtraordinary 
charges related to its work- 
force restructuring plans. 

Tomorrow, Banco San- 
tander is expected to report 
net profit after minorities of 
Pta54bn-Pta57bn for the first 
half to June, up from 
Pta45.9bn a year earlier. 

HONG KONG 

Brokers are bracing them- 
selves for a week of volatil- 
ity on the Hong Kong mar 
ket, with turnover likely to 
remain robust but with con- 
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Markets will watch this 
week for the publication of 

June industrial production 
figures and the 
accumpattytng forecast for 
production 111 the following 
two months. The impact of 
the stronger than -expected 
results for May. which n.«s<- .1 
preliminary :».S per cent 
month -on- month t la ter 
revised to 4.f» per 01 ) 11 . was 
dampened by the 
government's forecast «.i| .1 
montldy decline of 2.ti per 
cent for June and .1 o.n per 
cunt gain in July. 


tinuing caution stemming 
from the wave of Asian cur- 
rency turmoil, particularly 
in Thailand, writes Lon: ft- 
Lucas. 

This week also sees the 
expiry of the spot month 
futures, which will further 
stimulate volatility, and as 
the trend for issuing third 
party warrants shows no 
signs of abating, this ton will 
add to choppy trading. 

The benchmark Hang 
Seng Index lust Friday 
closed lower at 15.656. after 
notching up a new high dur- 
ing the week. 

Property stocks are likely 
to remain in focus, along 
with the once beleaguered H 
share sector - the Hong 
Kong-listed mainland enter- 
prises whose share prices 
have spiked in recent weeks 
by expectations of a wave of 
restructurings and subse- 
quent asset injections. 


1 CROSS BORDER M&A DEALS 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

BAT Industries (UK) 

CigarTBra La Modems (Max) Tobacco 

Sl.Tbn 

Buying control 

DSM (Wands) 

Vestoten (Germany) 

Plastics 

S494m 

Sector btxwt 

C(BC Wood Gundy (Can) 

Oppenheimer (US) 

Fin services 

S525m 

Sector shake-up 

Nomura Securities (Jap) 

IPB (Czech Rep) 

Banking 

S3 50m 

Taking control 

Kingfisher (UK) 

BUT (Fiance) 

Retaking 

esJ $334m 

Bid talks on 

Commercial Union (UK) 

Union Financiers (France) 

Insurance 

S210m 

French buy 

Lad broke (UK) 

Colorado Gaming & 
Entertainment (US) 

Leisure 

S85m 

Casino purchase 

Carlson Companies (US) 

Inspvations (UK) 

Travel servs 

S70m 

Agreed bid 

Moore Corp (Canada) 

Colleagues (UK) 

Business servs 

S36m 

Recommended 

Visual Action (UK) 

Hospitality Resources (US) 

Business servs 

SZ1.5m 

Cash - debt buy 
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NOTICE OF SALE OF COMPONENTS OF THE PEC PLANT 
ENEA - Ente per le Nuove Tecnologie. l'Energia e I'Arablemc - with head 
office in Rome 00196 - Lungotevere Thaon di Revel. 76 - announces the 
private negotiations for the sale of the undermentioned electrical, 
electromechanical and mechanical systems and components, unused but 
in part already mounted, manufactured for the PEC plant, and which are 
at present available at ENEA Centro RIcerche Brasimone In Camugnano 
(BOJ. 

Components and electrical instrument systems: electric motors, 
instrument chains, thermometric probes, electric cables, absolute 
continuity system, switchboards, operation signalling systems, system ol 
data acquisition, volume meters. Ill u min ant bodies, electrical accessories. 
Components and mechanical systems: pumps, valves, compressors, 
heat exchangers, tanks, refrigerator groups, ventilation groups, Insulation 
material, tubing, section iron, semi-finished material, bolts and nuts, 
carpentry, overhead - travelling cranes, hoists, plant accessories, industrial 
plants. 

Components, systems and other materials will be sold as they are. In a 
single lot. situated at Centro RIcerche Brasimone. 

Requests, on headed paper, to participate in the acquisition are to be 
sent, within the 29th of August 1997. to the following address: ENEA - 
Centro Ricerche "E. Clementel" - Via Martiri di Monte Sole. 4-40129 
Bologna (fax +39/516098623). 

For information please refer to Mr. Claudio Sergo - ENEA C.R. Brasimone 
(tel. +39/534/801262 lax +39/534/801250). 

ENEA - Officer Responsible for Unite Coordlnamento Procedure di Gara 
(Dott. Massimo Urban!) 
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IMARKETS: This Week 


Stormy waters batter Manila 


Being Asia's latest tiger is 
no insurance against the 
tidal wave that has ravaged 
south-east Asian stock, mar- 
kets in recent weeks. 

Investors in the Manila 
stock exchange have seen 
the market values fell 1&9 
per cent since the start of 
the year, one of the worst 
performances among the 
emerging markets. 

Nor is the turbulence over. 
Many observers believe that 
after the de facto devalua- 
tion of the peso on July li, 
and with political uncertain- 
ties ahead of the presidential 
election next May. stormy 
waters will continue to 
engulf the market. 

AH this is a world away 
from February’s all-time 
high, when the composite 
index reached 3,447 paints. 
At that time, strong export 
figures, sound macroeco- 
nomic fundamentals and 
buoyant corporate namings 
enabled the country to 
bask in its newly-earned 
tiger status. 

But the shocks, when they 
came, woe fast and furious. 

In March, the exchange 
was rocked by the resigna- 
tions of four top officials. 
They departed amid allega- 
tions that investigations into 
insider dealing and price 
manipulation had been 
suspended by the exchange. 



•Ion 


1997 




without the approval of the 
Securities and Exchange 
Commission, the market 
watchdog. Mr Vitaliano Nafl- 
agas, the ebullient president 
of the exchange, followed a 
few days later. 

Now, the SEC is looking 
into allegations that Mr Wil- 
son Sy, chairman of the 
exchange, has been involved 
in jps<f!pr dealing. 

Not long after the Nafiagas 
debacle, the crisis besetting 
Thailand 's finan cial sector - 
where banks and finance 
companies had overexposed 
themselves to the over- 
heated property sector - 
focused attention on emerg- 
ing similarities in the Manila 
property sector. 

With property shares rep- 


resenting 60 per cent of the 
market by earnings, persis- 
tent rumours of serious 
financial difficulties at 
Empire East and Megaworld, 
two local property groups, 
shook investors. 

By May, the index had 
plunged 25 per cent from its 
all-time high and Manila 
has since proved unable to 
shake off the comparison 
with its more advanced 
neighbour, in spite of an 
attempt at a rally in June, 
the Index on Friday was 
once again languishing 25 
per cent down from the 
year’s best level 

“We opened the year much 
stronger, hit an all-time hi g h 
soon after, then earnings 
expectations turned out to 
be overblown and first-quar- 
ter numbers began to disap- 
point,” says Mr Chris Hunt 
head of research at Indosuez 
WJ. Carr, the stockbroker. 
“Consensus earnings per 
share growth forecast for 
1997 has since been scaled 
back from 32 per cent down 
to 24 per cent and now about 
20 per cent” 

On that basis, the market 
is trading on a prospective 
p/e of 15*, about the middle 
of the range for neighbour- 
ing markets. 

For much of the year, the 
spillover effect from Thai- 
land was a question of per- 
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ception as economists 
debated whether the Philip- 
pines had the makings of its 
own financial collapse. 

That changed this month 
with the managed float and 
subsequent collapse of the 
baht 

Just over a week later, 
after spending about $1.6tm 
defending the peso, the cen- 
tral bank in Manila suc- 
cumbed to speculators and 
the currency fell 10 per cent 
The market leapt at the 
news. After losing 8 per cent 
In three days, it surged back 
7.6 per cent in the biggest 
one-day gain ever. 

However, a weaker peso, 
while boosting export com- 
petitiveness, is expected to 
hurt companies as inflation- 
ary pressures build and the 
economy feels the pain of 
punitively high interest 
rates - which were raised to 
32 per cent during the specu- 
lative attacks and which 
have only just started to 
descend. 

Investors, says Ms 
Rosanna Escudero, analyst 
at Market Capital & Securi- 
ties, have turned listless. 

“This is a reality check for 
the Philippines,” she says. 
“There's so much uncer- 
tainty now and sentiment is 
low so more people are 
jumping in and out, trading 
volumes are inconsistent 
and it is becoming increas- 
ingly difficult to predict 
direction. 

“The positive side is that 
economic f undame ntals are 
generally sound and things 
will soon settle down. The 
shares people are now 
looking at are those compa- 
nies in export-related indus- 
tries like electronics, and 
strong dollar earners.” 

Shares in PLOT, the for- 
mer telecommunications 
monopoly also listed in New 
York, have rocketed 10.5 per 
cent in the past month. More 
than 80 per cent of the 
group's earnings are in dol- 
lars or are doHar-related. 

While Manila analysts 
search for a more precise 
picture of the fell-out on the 
corporate sector, it has 
become a stock-pickers' mar- 
ket. With unexciting first- 
half earnings forecasts, there 
is little prospect of good 
news on the immediate hori- 
zon to bring back the bulls. 
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CHASE 


When Ericsson called for 
a 24-hour FX trading desk 


Chase answered it 


Sweden's Ericsson topped Chase's expertise in global 
foreign exchange in effectively maiufx currency exposures 
from H> substantial cross-bonier commercial flows. With business 
activities in more dun 150 countries, this leading global supplier 
of telecom equipment calls on the worldwide foreign exchange 
capabilities of Chase— day and night 
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“Professional management of our foreign exchange flows and mmmry risks & 
an integral part of the successful development of our company. We look to 
Ouse for their execution strengths, creative ideas inducting options and a truly 
global currency capability 71 



CHASE. The right relationship is everything- 






South Africa’s 
reforms boost a 
buoyant market 
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The s limm er pickings in 
high-yielding European bond 
markets such as Italy mean 
investors are beginning to 
cast around for yield In more 
exotic markets. 

One example Is the South 
African bond market - espe- 
cially now it is Introducing 
reforms. 

Mr Tim Unger, an analyst 
at ING Barings, said: "There 
Is a growing trend of invest- 
ing in local currency bond 
markets as they develop and 
as investors become more 
comfortable with the risks 
associated with them." 

In the first half of this 
year. South Africa was the 
best performing bond mar- 
ket - significantly outper- 
forming J.P. Morgan's indi- 
ces for emerging local 
markets (ELMI) and emerg- 
ing bonds, as well as the 
individual developed and 
high-yielding band markets. 

In local currency terms. 
Sooth Africa’s returns over 
the first half of the year 
were 16.6 per cent, compared 
with the EtiMTs returns of 
8.7 per cent 

Turnover in the local bond 
market is S2bn-$3bn a day. 
Foreign trade surged from 
about 10 per cent of turnover 
last year to about 20 per cent 
this year. Net Foreign invest- 
ment in the local market is 
running at about $3bn so far 
this year. 

The heightened foreign 
interest in the South African 
market has coincided with 
moves by the finance depart- 
ment and Reserve Bank to 
introduce significant 
reforms. 

In November, a big step 
will be taken when the set- 
tlement period is shortened 
from two weeks to three-day 
rolling settlement 


“We are at last' ready to 
mafep f hfc change, which has 
been in the pipeline for a 
tong time,” said Mr Andre 
Kock, the Reserve Bank gen- 
eral manager of capital 

markets. 

The decision to shorten 
the settlement period was by 
no means an easy one. Local 
speculators kicked up a fuss, 
saying their two-week win- 
dow of opportunity to specu- 
late would close, and vol- 
umes would drop sharply. 
The market's liquidity was 
one of its selling points, the 
jobbers argued. 

But Ms Maria Ramos, the 
new director-general of 
finance and the prime mover 
behind the reforms, was not 
convinced. She argued that 
the risks inherent in such a 
long settlement period were 
unacceptable, and were a 
deterrent to foreign invest- 
ment. 

While bond traders 
debated the pros and cons of 
moving to a shorter settle- 
ment period, Ms Ramos 
began hinting that she 
would force change if the 
market dragged its heels. 
That proved effective, and 
systems are being geared up 
for one of the most impor- 
tant changes in the South 
African financial markets. 

One of the spin-offs of the 
present long settlement 
period is the feet that the 
fixtures market is dormant, 
as there is no natural need 
for futures products. But 
expectations are that when 
the settlement period is 
shortened, the futures mar- 
ket will come to life. Deriva- 
tives will take up the specu- 
lative slack. 

Mr Patrick Birley, general 
manager of the South Afri- 
can futures exchange, said 
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the exchange would soon 
extend the product range 
across the yield curve. "Vol- 
umes are slowly beginning 
to pick up in the existing 
products and will begin 
growing more rapidly from 
next month," he predicted. 

Also cm the South African 
reform, agenda is the 
appointment of primary 
dealers in government 
bonds. Mr Kock said a deci- 
sion had been taken in prin- 
ciple to appoint private mar- 
ketmakers from the next 
fiscal year. Foreign banks 
would be required to become 
registered to qualify. 

Foreign banks to have 
expressed an interest include 
J.P. Morgan, ABN Amro, 
Deutsche Bank. SBC War- 
burg and Merrill Lynch. 

Mr Tony Best, Jf . Morgan 
head of emerging markets in 
eastern Europe, Africa and 
the Middle East, said the 
bank had applied far a bank- 
ing licence and was inter- 
ested in becoming a primary 
dealer. ABN Amro already 


has a local banking licence 
nnri is keen on becoming a 
market maker. 

But most of the other 
strong candidates have not 
yet made up their minds 
about applying for a licence. 
They are all represented in 
South Africa in securities 
trading and corporate 
finance, but are not sure 
whether the next step should 
be taken to become fully 
fledged banks. 

The foreign banks are 
looking at whether their 
return on capital will be 
good enough to justify the 
decision. Local and foreign 
banks do not regard primary 
dealing as particularly prof- 
itable, hut believe the busi- 
ness spin-offs should make 
up for ft. 

Whatever they decide, for- 
eign participation in the 
South African bond market 
is likely to continue to 
increase, especially as Euro- 
pean monetary union con- 
vergence plays run out of 
steam. 
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Mecfiobanca International Limited 

(ncotporatad w«h tanned Befaiity in iha Cayman Islands) 

A member of the Metfobanea banking gn**j 

M»fiobanca bitamational 
8% Guaranteed Notes due 1998 
wtowanantee xBiTasa bteirfo 

(formerly STHTJ orefinary shares 

NOTICE TO WARRANTHOLDBtS 

O nlSh July. 1997 Telecom ttatia SpA («Ti») has merg ed in- 
to STET-Socfet& finarajaria Tetefonka-per aztoni (*SIET*t the 
sufviving cxjmpany has bean re-styted Telecom Hats S.pA 
As a resuh of the meagetTl shareholders have been aBotted 
one odnery or savhg STET share for ewey 1 B formariy onf- 
nary Tl shares or 1 .72 formerly saving Tl shares owned 

Therefore, as from 18th July, 1 997, holders of warrants 
on orduiary Telecom HaSa shares shall be entitled to re- 
carve 0-5565 6 ordinary Telecom Italia SpA (for- 
mertY STET) share and one on*- 
nary Tetecomltafe Mobile -gfflgv TheTrsctaAoenr 
share at a total price of fipjr&lM ^ ... ■ 

Lit I.SOOfbreveiY 
warant exercised 


FUJI BANK INTERNATIONAL FINANCE N.V. 

(the “Issuer”) 

USSISMXMMNM^ 

Perpetual Subordinated Guaranteed Pleating Rate Notes 
Guaranteed on a subordinated basis by The Fqjf Bank, Limited 
(the “Noted") 

NOTICE OF EARLY REDEMPTION 

Punaiant to CoixfiDon 5(b) of the Toms and Conditions of tf» Nutts, the 
Issuer has elected to redeem all die Noses at their principal amount on 
the Interest Payment Dote GtiEflg on I0di September, 1997. 

Vop Bank {Lmaanbouig) S Ju 
Principal Paying Agent 
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Omt On© "tree 
ri tat rngntti ltgtB 
3JJ ffto 


July as 


Brad 


Arteato 

(AS) 

HcngKcrg 

(HK5) 

Inda 

m 

toaai 

IS*} 

Japan 

ro 

Malaysia 

(M5 

New Zealand 

(NZS) 

PUL-unLuy, 

PTWppiriBS 


Said Arabia 

m 

Singapore 

(3S) 

South Africa 

(FQ 

South Korea 

(Wan) 

Triun 


Thoftmd 

m 


10737 10801 
10104 1.7967 
24125 24838 
130738 120293 


50630 50848 


15843 -00088 638 - 648 
10016 -00068 009-022 
20048 -0009 036 - 089 

Mexico (New Peso) 120387 -0.1B33 306 - 467 

USA [3) 15851 4)0082 646 - 656 

PkdfltaMhMtat EostMfttoa 

24578 -00134 556 - 800 
(W$) 125870 -00652 823-017 
564Z74 -02027 046 - 70S 

50118 -00451 375 - 260 

(Y) 134.434 +0065 309 - 559 184030 193020 

44117 -00167 079 - 155 4.4343 44012 

25513 -00095 4S2 - 534 25578 25417 

(Peso) 475220 -04856 579 - 860 500422 475550 

65451 -0031 429 - 473 65758 85278 

24552 -00188 536 - 568 24714 24415 

7.8012 -00262 964 - 060 7.6230 75423 

148557 -803 149 - 905 M9259 V481 54 

465 562 -02126 066 - 035 46.7832 484580 

535885 -01541 672 - 558 534680 520800 53.7031 -70 54.1647 -60 65.1949 -04 

t Ratos tar Jit 24 . Bfdtafler spreads In tm Pound Spot tta As* My Bio bet Him deomW places. Feraanl rates are not drecty canted to Itn nwrtqt bu 
ne mpSed by curart Mm im SMfiig index ra ta taad by tig Bnk « England. Bbm « m IBM - HU. Mn i^aiw IfflW. BU, OCer and 
Utotan to boft m> M the CMs Spot tables dartiad tan 7>C WMffSUTERS CUSMQ SPOT RATES. Sane tans ora ramdea b t Hm F.T. 

The rattu nge am printed In Mb dUb era utoo awriabki <«i I 


Argentina 

Brad 


Z2X 

3.6 

20843 

30 

20334 

61 

840 

10634 

10 

10597 

14 

1.6427 

10 

1050 

12572 

00 

20653 

64 

20452 

66 

824 

12088 

61 

120796 

62 

120246 

65 

- 

580228 

•40 

800232 

-40 

61.7029 

-30 

* 

196414 

60 

181088 

60 

186404 

60 

1330 

4.4159 

-10 

4A239 

-1.1 

4.4420 

-67 

- 

20511 

61 

20521 

-0.1 

20583 

-00 

109.1 

<7.7818 

-40 

460313 

-64 

480883 

-61 

- 

62416 

67 

62332 

00 

61967 

68 

- 

64606 

20 

2X406 

2.4 

20823 

20 

- 

7062 

-80 

7.7798 

-64 

801 68 

-61 

- 

465386 

0.4 

464899 

00 

46 0021 

00 

- 


09995 00986 

10820 10817 
15854 15600 
7.7740 7.7840 


Hong Kong 
hdta 
kraal 
Japan 


15584 15514 

7.7415 7.7385 


CROSS RATES AND DERIVATIVES 


09995 -00004 996 - 995 
10820 +00002 819 - 820 
(CS 10842 +00014 838 - 844 

Mexico (New Peed) 7.7705 -00595 680 - 730 

USA a - - 

PKftfcAUdle OkMUk* 

(AS) 15553 -00014 550 -563 

(HKS) 7.7395 -0001 390 - 400 

ffte) 950000 - 750 ■ 050 357050 3S07DD 

(S+*) 35504 -00096 429 - 579 30640 30380 

(Y) 118.770 +070 730-810 118020 115.900 

(MS 20485 +0003 480 - 510 20523 2.6415 

NowZeeteid (NZS) 10322 +00019 314- 330 10335 10280 

RMppines Faso) 28.6000 -0.1 5 500 - 500 300000 284500 

Said Arabia (SR) 3.7508 -00001 504 - 508 3.7509 3.7500 

Sbvapera (SS) 1.4745 -0004 740-750 147B5 1.4865 

SaUb Africa (R) 40850 +00055 635 - 665 40665 40365 

South Korea (Won) 8B20OO -1 000 - 000 894400 830.000 

Taiwan (73) 274600 +001 400 - BOO 270600 270340 

Thtaand pj 320500 +0.085 000 - 000 320000 314800 

t SDR (toe par S tar Jii 24. BUMfcr spreads In On Dam Spat able ana «* a 
quoted to the mortal but we knpmt by oner* tatoraei rates. UK. Iretata 8 ECU 
Bam Bxragg 1990-100. 

The B u c h a ng B rates prWed U this teta am ate avabbta on the Wamat ft huptf/wwwiTxwn 


OK INTEREST RATES 


60865 

ZD 

60822 

2.1 

80658 

20 

1020 

5.4408 

Z5 

S.4T7? 

20 

50233 

£4 

868 

M 025 

22 

6.1587 

20 

50499 

20 

1020 

10334 

20 

10256 

20 

1.7906 

20 

1010 

208075 

-54 

29QJ3 

-47 

20748 

-3.7 

540 

14656 

00 

14647 

00 

14651 

61 

- 

178002 

-10 

178303 

-1.1 

1796.76 

-00 

750 

37064 

24 

37-7 IS 

24 

37019 

24 

1000 

20651 

20 

20506 

20 

20186 

24 

1061 

70793 

20 

70508 

20 

74381 

20 

950 

106006 

00 

1B54S5 

00 

1840S5 

67 

920 

154.786 

00 

15401 

66 

153436 

00 

750 

70043 

14 

70B5 

1.4 

7011 

10 

B40 

1009 

40 

14983 

40 

14528 

4.1 

105.1 

10634 

12 

10597 

10 

1-6427 

10 

1060 

10783 

-1.6 

10816 

-1.7 

10971 

-10 

- 

10811 

2.7 

10754 

20 

10548 

£1 

64J 

7079 

-160 

ana 

-1G4 

90005 

-150 


- 

- 

- 

- 

- 

- 

1050 

10557 

00 

10552 

00 

10506 

64 

938 

7.74 

-61 

7.7400 

-0.1 

7.7431 

60 

- 

350275 

-40 

36,1125 

-4.7 

37025 

-40 

- 

116055 

50 

115055 

50 

116955 

50 1350 

2054 

-60 

2083 

-20 

2.693 

-10 

- 

1033 

-0.6 

10354 

-00 

10455 

-69 

- 

6TO13 

-00 

3.7523 

-00 

3.7589 

-62 

_ 

1.4728 

14 

1.4689 

10 

14495 

1.7 

- 

40055 

-168 

40SS 

-100 

40875 

-90 

- 

27071 

-65 

2708 

-03 

280725 

-64 

. 

32495 

-167 

330 

-14.4 

3443 

-74 

- 

tyttobst inrao decimal ptaoae. Forward tatae ara not cteetty 

are qucaad In US cunency. J 0. Mcigen nomtoei todtoae J4 2*; 


Batgte* 
we* mo 
Franco 


week ago 


weak aoo 
WY 

worrit ago 


4 

33 

3W 

3£ 

2S 

34 

6W> 

6 


3d 


week ego 

Saflurfomf 1 

week ago 1 

US I 

weak ass 
Japan 
week *SP 

■ SUBORFT L ondon 
interbank Fbdrig 
week ago 
US Dote CDs 

week ago 

ECU United d* 

week ago 
SDR Linked Da 


35 

33 

3i 

33 

33 

63 

6£ 

S3 

as 

3* 

Stt 

1 % 

1* 

55 

55 

£ 

S 


30 

% 

« 

a: 

3*i 

8w 

Si’ 

83 

65 

31b 

3 i 
11b 
in 
5 A. 
Sfr» 
3 
ii 


&» 

mtia 

3 : + 

32 

3u 

31 

3” 

3: 

6*.j 
6 m 
6?* 
e; 
3v 
3U 

IS 

ii» 

5V. 

5’J 


Gw ^ arC - 
itur -IM. 


y-i 




6 

s; 

63 

6i 

33 

3H 

1-J 

In 

e: 

5; 


60S 

630 

2.13 

3.10 

4£2 

4£C 


r.75 

7.75 


a*. 

rate ^ 

200 

2SC 

4.71 

4 75 
330 
IX 
6.75 
fi.’i 
627 
632 
23C 
?.3C 


2.5C 

25C 


Z2s 
6 25 

5.S3 
1.X 
ICS 
EM 
5 0S 
3.50 
350 


6% 

€ 

52 

K? 

5% 

5* 

55 

6 

5.4 2 

S M 

505 

5l69 

542 

504 

503 

079 

*& 

4i 


4*r 

4£ 


4^ 

■y- 

3V> 

3S 

®is 

32 

TA 

3U 

3% 

3£ 


S UBOR btaberk fckig «• we atewt qSSsTi^. T«*io 

ratam bw*s w ll«n ee* mteg day. D» 5»*8 *“■ Banw 
MBMbML Budnye ml rteoret **•*•*■ __ ten > son u*e£ Peoece W 

Ud m m dam lor m oamrefc Morey Raw. 10S CDs. ecu a 

EURO CURRENCY INTEREST RATES 

_ . TlmMl 


EXCHANGE CROSS RATES 

JuT 2S BFr DKr FDr 

DM 

K 

L 

n 

NKr 

Ea 

Pta 

SKr 

SFr 

£ 

CS 

S 

Y 

Ecu 

Bek^um 

|BFt) 

in 

18.45 

1603 

4043 

1.797 

4714 

5454 

20.02 

489.1 

408.1 

20.88 

3091 

1083 

3.643 

2.636 

3070 

2.448 

Donmaric 

(DKil 

5401 

10 

8.8S1 

2.625 

0074 

2556 

2057 

1005 

265.1 

2210 

1101 

2.164 

6858 

1078 

1029 

1664 

1027 

France 

(FFr) 

6105 

1100 

10 

2.966 

1.101 

2888 

3.341 

1206 

2990 

2500 

12.78 

2.445 

0470 

2035 

1014 

1880 

1099 

Germany 

(DM) 

20.85 

5 png 

3071 

1 

0.371 

9730 

1.126 

4.133 

1010 

8407 

4007 

6821 

6327 

6753 

6544 

6656 

6505 

Ireland 

(IQ 

55.83 

1626 

9.083 

2.684 

1 

2823 

3.034 

11.14 

272.1 

2270 

1100 

2021 

6881 

2-030 

1066 

1710 

1062 

itriy 

(U 

2.121 

0.391 

0048 

0.103 

6038 

100 

0.116 

6425 

10.37 

8057 

0442 

0.085 

0034 

6077 

0.056 

8029 

0.052 

Netherlands 

CFD 

1803 

3.382 

2093 

0088 

0030 

6840 

1 

3070 

8807 

7402 

3024 

6732 

0090 

0088 

0083 

S6.43 

0049 

Nantay 

(NKH 

4806 

0216 

fl. 157 

3.419 

6808 

2355 

2.725 

10 

2440 

2030 

1042 

1494 

0791 

1023 

1017 

1530 

1023 

Portugal 

(Ea) 

2645 

3.772 

3038 

0090 

636S 

9630 

1.115 

4093 

100 

8645 

4065 

0016 

0324 

0746 

6539 

6243 

0000 

Spain 

(Pta) 

2400 

4020 

4.001 

1.187 

0440 

1155 

1037 

4006 

1190 

100 

6111 

6978 

0088 

0094 

0046 

75.42 

0000 

Swadan 

(SKr) 

4704 

8.S43 

7027 

2022 

6862 

2250 

2.615 

6596 

234.5 

195.7 

10 

1414 

6759 

1.749 

1054 

147.6 

1.173 

Switreriand 

(SFt) 

2S05 

4.621 

4.000 

1013 

0.460 

1181 

1067 

5.016 

1220 

1020 

5028 

1 

6387 

0.914 

0060 

77.11 

0.613 

UK 

(Q 

63.17 

11.65 

1631 

3.059 

1.136 

2978 

3446 

12.64 

3090 

2570 

13.18 

2021 

1 

2005 

1065 

1940 

1046 

Canada 

CCS) 

27.41 

6056 

4.475 

1.327 

0.483 

1292 

1495 

5486 

134.0 

1110 

6717 

1.094 

0.434 

1 

0.722 

8406 

0071 

USA 

(i) 

37.94 

6098 

6.194 

1037 

0.682 

1789 

2-069 

7.594 

1850 

1540 

7013 

1014 

6601 

1.384 

1 

1180 

0.629 

Japan 

(Y) 

32.49 

5093 

5005 

1.573 

6584 

1532 

1.772 

6003 

1560 

132.6 

6777 

1097 

0014 

1.185 

0056 

100 

6795 

Ecu 


40.88 

7.536 

6.670 

107B 

0.734 

1926 

2028 

8.178 

1990 

166.7 

8022 

1.631 

6647 

1091 

1077 

125.7 

1 


LONDON MONEY RATES 

Jul 25 Over- 

night 


7 days One Three Sbc 

nottoe month months months 


One 

year 


Interbank Staring 8* - 0* Stt - B» 7^ - 6(3 7I4 - 7^ 7h - Th 

Staffing COa - - Bk - 6JJ 6B - 7& ■ 7i 7% - 7& 

Treasury His - 6^ - frk 

Bank am aiJ - afi eg - eii t& - 7A 

Local authority daps. 6% - 6*a B3| - BSb 6V - 6ft 7-6)1 7^ - 7A 7, 7 , - 7\ 
Discount Mortal dope 8% - 6l» - 6^ 

UK diming bonk barn iendkig rate 6% par cent bom Jtri 10, 1997 

Up to 1 1-3 3-8 80 


JOI 25 

Beigbn Franc 
Darte Krone 
German Ntak 
Dutch Odder 
Finish Franc 
PartuQUtoB Esc- 
Spani* Peseta 
Staring 
Swiss Franc 
Canarian DoBar 
UBDolar 
Itfifrm Lira 
Japaneea Yen 
ArimSS&ig 
Stan tern ram a 


Shad 7 days 
term 


One Three Six 0110 

month mprdhs moriha year _ 

3ii 3i: - 3ii 
3B 3ii - 3ft 

v+ 38.34 
3U 3L -3U 
3>; 3JJ-3.1 
We s ’« ■ 3, f 
si s^ -si 

7 I 3 7,t - 7k 

us i^j - i*i 

3i; 4ji.4,i 

&ii 6,', - 6 
6ii 6M-6H 

fi s-H 

4la 4*3- 4t B 

cal tor the US Dote and Yon. other* iwo rttys 1 nooos. 


3*2 - 

3A 

4,4 ■ 

■ sil 

34 ■ 

34 

34 ■ 

34 

di . 

m 

333 

3U 

9A 

3 ft 

34 ■ 

3*2 

3&- 

2 H 

3A - 


3^a - 

3i 

3,1 

3.1 

3A- 

34 

3A 

■34 

34 

34 

V. ■ 

3ft 

3 L - 

34 

3U 

■ 3i 

3U 


34 ■ 

3u 


513 

5»- 

■ 54 

5J1 

54 

54 ■ 

5S 

5» . 

5d 

54- 

■54 

54 

54 

St- 

5ft 

% 

64 
■ 4 

64- 

iii 

■64 

■1» 

612 • 
ia 

64 

Its 

ea- 

ia- 

6(2 

m 


- 3 

34 

■34 

34- 

34 

3JJ- 

3JJ 

5Ja - 

54 

54- 

-54 

5»- 

54 

5S- 

53 

74- 

64 

6J1 

■ 64 

6iZ 

84 

6 7 a - 

63 

h - 

& 

ft ■ 

fi 

a 


fi 

3 

44 

-4 

44' 

■44 

44- 

44 

<4 

44 


MOUTH BUWOPOUJUtgMM) Sim points of 100% 


month 


9-12 

month months months months 


Dorath Kranor. Frcncfi Frmc, Efcmr ^A* Kren w. and 8Mddi Kmr per 10; Bdgian Parc. Yen. Eaculo, Lira and tab per m 
1 (MM) DM 125.000 par DM 



Open 

Sett price 

Change 

High 

Low 

EsLvei 

Open int 

Sap 

00468 

00456 

-0.0012 

66480 

00453 

31068 

129087 

Dec 

65506 

65469 

-60012 

65506 

00480 

639 

1079 

Mar 

00527 

65521 

-60012 

65527 

00527 

3 

544 

■ SUMS FRANC FUTURES QMM) SFr 125000 per SFr 



Sep 

0.6667 

66630 

-60036 

00682 

60620 

21.754 

55088 

Dec 

00710 

0.6696 

-0.0037 

0.6720 

66685 

318 

1.867 

Ur 

- 

0.6785 

-0.0038 

- 

66805 

26 

963 

■ JAPANESE YEN FUTURES (IMM) Yen 120m par Yen 100 



Open 

Sett price 

Change 

High 

LOW 

Est-Wf 

Open kit 

Sep 

00676 

68606 

-00069 

00681 

00606 

10433 

58086 

Dec 

00778 

00719 

-00070 

00778 

00719 

115 

1012 

Mar 

- 

00833 

-60071 

- 

00820 

10 

327 

■ STStUHG FUTURES (IMM) CB20OO per £ 




Sep 

1.8712 

1.8612 

-60086 

10730 

1.6570 

7087 

61.702 

Dec 

1.6590 

10556 

-60094 

10590 

1.6500 

17 

878 

Mur 


1.6496 

-00094 


1.6450 

1 

199 


■ PWLAD6U*WA SB C/S OFnoHS £31 050 (cents par pound) 


SttVca 

Price 

Aug 

- CALLS 
Sep 

Oct 

Aug 

- PUTS 

Sep Oct 

1080 

1.45 

2.16 

205 

1.17 

109 2.68 

1070 

009 

1.70 

204 

1.71 

203 303 

1080 

004 

101 

105 

206 

3.14 

Pravtoue cte-e «C Ctta 405 Pus 307 

Rrev. dayto open tot. Crib 31 A28 Pita 3503B 


■ PMLADELPHlA SE D+MAltX/S OPTIONS DM62000 |S per DM) 


Stria 

Price 

Aug 

- CALLS - 
Sep 

Oct 

Aug 

- PITTS - 
Sep 

Oct 

0055 

621 

646 

009 

1.17 

1.33 

101 

6580 

613 

004 

003 

106 

108 

104 

0065 

0.08 

003 

001 

2.00 

- 

- 


Pravtoue day’s voL Cb*s S0Q2PUS 3000. Pwv. rtay^epen H-Ctai 6008 Puts 11 .250 


OTHER STATISTICS 


STOCK INDICES 

- 1907 " Stan **t 

Jd25J4 24Ja123Ju122Joi21 Hgli law Ugh Law 


JD)25Jd24JW23Jal22J9l21 


-1997 - Shu 
ngt Lnr Hgli 


FT* 100 
FISE2S0 
FT5Eso«nr 
FISC 350 
FTSE SHB&CSp 
FTSESaaKeo 

FI5E Hr&m 


m3 


48510 48820 48740 4846.7 4805.7 43642 <0580 4HB42 9800 

4474.7 44784 44810 44814 4464.1 «2M 43862 47294 13794 

44700 44782 44784 4459.7 44632 47734 4380.7 47734 13780 

23265 23330 23382 23254 23095 23737 20174 23737 6640 

ZTB509 2IB70O 219058 2166472188.40 2374JB 2T782S 2S744B 136379 
214424 214645 214932 21 SI03 2151 04 238238 214424 09208 1363.79 
2273J5 227604 228207 227091 225648 231609 108828231601 8102 


RIGHTS OFFERS 

Issue Amount Latest 

price paid Rerwi. 1987 

p up data High Low 


Stock 


Closing 
price p +«r- 


10 

Ml 

1478 

i4pm 

Iran 

Acthra bnatfng 

ipm 

1200 

Nl 

6/8 

1174pm 

474pm 

Brt Borneo Synd 

58pm 

270 

N1 

5/8 

70pm 

45pm 

HO Enter 

47tzpm 

- 

Nl 

4/8/ 

84pm 

*pm 

Junto Fd UNO 

14pm 

- 

Nl 

11/8 

424pm 

374pm 

Lon Brid SftwCv 

374pm 

120 

Ml 

7/8 

64pm 

l4pm 

Tea Ptantattans 

54pm 


FTSE Redpsg 12410S 1242J9 1244.14 124300 124505 R4852 122148134682 

FTSE EMDbadl 100 zra5.74 270004 277402 2B79J7 2B4110 277402 1B9340 277442 

FTSE Bmkack 200 272A58 273548 274771 288807 263128 274771 1847.11 2747.71 

FT 30 30884 30750 30084 30725 30614 3128.1 Z7825 31211 

FT GntSeosUn 97.7? 9708 97.72 9740 9692 3772 S301 T2740 

FT Rrad htoest 128.41 12848 12B06 12509 12576 12U8 11345 13347 

FTSE Gob Mm 137042135808130800137545 T 38247 100748 1Z7Q.142SBU3 


LONDON RECENT ISSUES: EQUITIES 


31.14 

90045 

93842 

494Q 

48.18 

5053 

022.16 


pm pfomlum. 


RANK RETURN 


BANNNG DSWmriB(T 

Wednesday 
Jriy 23 1997 

Increase or 
daciesM for week 

UpHWftr* 

E 

e 

CapRai 

14,553000 


FVitVic deposits 

954006712 

-324.9960S 

Banters deposits 

2.602,488. 799 

-470880© 

Reserve and other accounts 

3,165053,100 

+142036676 

Assets 

6738093011 

-236434061 

Government securities 

1078,171005 

-17006000 

Advance and other accounts 

40990630© 

-743.775015 

FVemtoa. equlpmant and other saos 

1.046497044 

+523.056077 

Notes 

12,430,090 

+7,503,495 

Cain 

116510 

-17018 

ISSUE DEPARTMENT 

6^36093,611 

-236434061 

LtoMttae 

Nates in ctcutitian 

21,927069010 

+142/498,505 

Notes In BarWng Department 

12,430,090 

+7003.495 

Assets 

21,940000000 

+150000000 

Other Government securities 

16011,046029 

-1.154,046.760 

Other Securitas 

5,428053,771 

+1004045.760 


Issue Arri 
price paid 

P up 

►Ad- 

cap 1997 

©a) High Low Stock 

Close 

price 

P 

+/- 

Net Dhi. ®s WE 
dv. om. yM net 

§100 FP. 

250 I22*j 109*z Camel Lakri 

120*2 


L30 

21 
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AvtnPtDR 4 


7 11% 11% 11% +% 
II 9% 9% 9% 

16 ft ft ft 
426 12% 11% 12% +% 
X 47% 47% 47% 

1698 10% 10 10% + * 
4TB 14* 1® 13ft -% 
a 5% 5% 5% 

23 22% 23 +,; 
« 9% 9% -ft 
7% 7% -% 

1ft 


7% 

1» 

2% 


2% a% +* 


BSHOcsai 17 34 4% 4% 4% +% 
BadoerWr 050 23 73 39 37% 37ft -2* 

BKUTAX 172 3% 3% 3% -% 

BATuf 007 101468 18% 17% 16% 

Bart » 4ft 4ft 4ft 

SUMMviilUD 3 43% 43% 43% +% 

Bio-Rad A 12 65 26% X* 28* -* 

Bodnar 390 11 » ?% 2% 2% 

Bomb 036 B 1088 33% 33 33* -A 

Bnvcen A 1JM 30 12 25% 25* 25* A 

Cvnbrei 020 19 451 «% 48% 48% -% 

OMCaAX 001 165 4 d3% 4 +% 

DnMcoO 20 55 28% 28% 28% -% 


CmpTUi 


5U Dh. E tOOd Hgb LnsOnvoCtre 
Conpuac ,10 1% 1% 1% -A 
Coned FM 12 6 6% Oft Bft +% 

CnasATA 032 85 382 9% ?%»%+% 

Oran CA 15 8 17% 17% 1712 +% 

CnmnCB 15 157uT7,; 17 17% +% 

QMc QJ8 a 180 u2fl 26 29 +3% 
Cjbn 10 11% 11% 11% -% 

Dhe 1378 4* 4% 4,; -% 

Earn Co 046 16 17 15* 15% 15* -* 

EdaBsy 1812 5% 5% 5* 

EdsIBi A 0X172 a 6% 8% B% 

EttttRB 16 260 9* 9* 9* *£, 
EqtaFdx 291 47 94% 93% 93% +% 

FXbdS 070 X 6 833 32ft 32ft -* 

Has A 120 13 48 88% BS% B6% +% 

Fared La 1553 46 45 45% 

Frequency 060 15 7S 15ft 15% 15% -% 

tea* OX 11 30 10\ 19% 19% 
BettMK 112 31% 30% 31% 

EtoXFdA 078 X 421 33% 33* 33* -% 

Gkffirji 070 141274 1B% 1B1 2 16ft +A 

EDdUK IX A * A 

H Ota 1485 1 % 1 * 1% 



w at 


n at 

Stock 

Ok. E 100s MX lawCtonOag 

Stuck 

Dk. E 106a M0h Low Bom Bag 

Haabre 

032 195429100% X 3D* +% 

HVTOIA 

064 222942 51ft 50% 50% -% 

HflatoiCfa 

4 H ft ft 

NVR 

B 73b17% 16% 17% ♦% 

H*o 

HID » 12 22,; 22% 22* +* 

RsgaauaG 

401771 5 4% 4ft +* 

HmsM 

79 174 18* 2 18 16*4 +% 

Pott 

4 43 7% 7% 7% +% 

HmanknA 

<2 6% Bft 6% 

PMC 

IX 12 54 14,; 14* 14* 

jBfmnQj 

016 15 X 14% 14% 14% 

Rapattad 

20 27% 27% 27% 

BLCoas 

990 5ft 5ft 5% +* 



Wararaqa 

X 456 10% 10* 10% +* 

SMCarp 

228 12 4 53% 53% 53% +% 

Max 

1889 11* 10H 11* +* 





Tab ProdS 

020 12 6 9% 9% 9% +% 

Jan Bel 

77 1® 2* 2% 2ft 

TaUDeto 

042 X ZO 37% 37% 37% +* 

JTSCrep 

4«0 ft % % 

nvmvdes 

14 339 16% 10% 16% -% 

KbarkCp 

25 32 3ft 3% 3* 

nwreolm 

24 511 34* 33ft 33% -* 

KogrEqx 

020 25 220 18ft 18 16% -* 

TmPNA 

147 114 10% 10* 10* -% 



TownCnky 

03063 * d% % 

Ld&VH 

006 X IB 6 5% 6 +% 

Tubes Hex 

1643 19* 19* 19* -A 

Ltreli Cp 

41 14 £2 SO 91 -1 





UdRvdsA 

X 7 2% 2jJ -% 


27 M3 51% 50% Sift -ft 

lnffnmten 

X 9 2ft 2ft 2ft -% 

Mete A 

052 17 IX 36% 36% 38% -% 

USCete 

X 153K30* 30% 3D,; +% 

UDonsdia 

3393 lift 10% 10ft -% 



bBtoLd 

zD 10% 10% 10% 

VtcmA 

183 831 29% 29* 29,; -ft 

Iteog A 

IB 18 31* 31* 31* 4* 

Were 

IK nil 29% 28|| X% ■* 

USREnX 

200 ft 0% % -A 

HKT 

1.12 X X 13,; 13* 13* -A 

lusresw 

5 345 8% B B% +* 

xytonbr 

IX 1% 1% 1% +% 


Have your FT hand delivered in 
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H 8k 
BhL S UM 


- A- 

ACCCerp 963116 33% 33% 33% -% 

AdUdnE 1565 4% 4% 4% +% 

tadbraCp 387093 19 18% 18% 

wnsn 4518192 43% « «% -1% 

ADCTV 577141 42% 40 40% -1% 

MBcaASR 037 42 ZD 47% <7% 47% 

ASMS 020 17 6611 38% 37% 38* 4-1* 

Ad* Logic 6 a 7 d7 7 

AhrPtfJW 954 B* 7% 8% -* 

AOrtOtsC 2*72 38% X 39 -% 

AOROA 044 211917 35% 34% 35% 4* 

AMX 053X3373 34 33% 33% *% 

Ab&pr 020 X 3005045% 44% «S»2 +% 
ton ADR 1X131211 73% 72 72% *1% 

AMU OX 15 337 27% 28% 2S% +% 

ARCDm 064 15 zO X 20 20+1% 

Afcn&tj OSS 14 Z0 X X X 

ABbm 3002 1D% 10* 10ft 

man IX 16 37 20% 20% 20% *% 

AM Cop 1J4 12 IX 15% 15% 15% -% 

AMfloC 7 zO 3 3 3 

AIBGM 24 661 2* 2* 2* +* 

Man* 421112E X% 57% 58% -1ft 

AmBtts OX 14 X 64% 64% 64% 
WCMby 6 287 10% 10% 10% 
ABlkng 782218 26% 23% 25% -* 

AffiSoSn 70 422 7% 7 7 -% 

AmFflHys 43 307 17% 17% 17% 

Aufitt 0J2 14 2963 34% 33% 33* 

AUSP 1SSJ5 2ft 2ft 2% 

M« 2X 10 Xu83% 92% 92% -% 
tnpKO* 2315158 25% 23% 24% -% 

Adipate 2255911 62% 58% 59ft -1* 

q> 348 4% 4% 4% 

OX 23 1CB 38 35% 36% -% 

036 37 21Gn39% 38% 38% +% 
MaagaUm 300 11 2 9% 9% 0% •% 

Andrew Cp 2310IX 26% 27* 27% -% 

ApapnEn 018 21 2099 Tift 21% 21% 

38*1271 u93% 90 BO* -2* 
WPfcC 189(0 16* 15% 16% +,; 

Appbdrea Olff 22 B62 29% 2B»Z 28% -* 
MW Dr a» 31 3B07u2*% 23% 2*% +1% 
MCCW 021 121179 10% 10 10 

Argonaut 164 57 32% 31% 32% +% 

AAMM 582 B* 9* 9% ->* 

Annua OM 17 111 1B% 17% 16% +% 

4X 2* Ift 2 

MeadCn 4B5W 50% 46% «% -1 

MpocfTH 21 6563 IB 16% 16ft +* 

AST Rack 2004 5% 5% 5% +* 

20115 X 7 6% 7 

1910182 33% 32% 32ft 

Atnfiys 1309 1% 1% 1ft +* 

024 4714 41% X 41* +,; 

AufiMa IX 2 1ft 2 +* 

Awmtto 10 53 23 22% X ♦% 


B - 

BE I B 006 94 37 11% 1111% 

Balw Jz 006 X 8* 8% 8% 
BklMLB 04011 X 10% 19% 19% 
BaRfTF l67Dul3% 12% 13 +* 

bnctv 12 737 24% 24% 24% -% 
BBCtereCpxOM 14 13Z 30 29% 29% -% 

Sartuatt 1.18 13 14 47* 47* 47* +* 
Copifl.48 17 141 29% 28% X ♦% 
BMfcPH 15 4 40 40 « *% 

F OX IX 30% 29% 80% 
Etylflmrx 032X11D5 S% 24% 24% -% 
BE Aero 357803 33% 31% 33% +2% 
BoOUUCbb (M2 10 116 9% 9% 0% +% 
EhoUany 78 121 13% 13 13 -4| 
BvMayWn OX 12 2215 57% 56% 57% +% 
BHABpx 012 16 320 17% 17% 17% -% 
BVB » 23 7% B% 7% +% 

Bogen 32B1W 39% 38% 39% -% 
Stanalx ail » 3X2 20% 19% 19% J 2 
Btatfc Dr® 12*113 « 46% 45% 45% -% 
BMC Sate 48t1« 56% 56% 57% -1* 
Bab Eras 032191058 17% 16% 16ft 
Boc4n&B X2262 Z7% 25% 26% +1% 


taknd 


SZ36 7% 7ft 7ft 


SmWAi 052 21 

8431(30% 29% X 

+t 

enewgi 


8 36* 2 35*2 * 

-% 

BSBBrep 

TX13 

15 37% 37 37% 

>% 

BeM 


2630 9% 8 Bft +ft 

BektoaX 


116 2% 2ft 2ft 


BwrBnm 

X 547 36% 34* X 

•1 

BUKrtMu 

046 7 

zO 34% 34% 34% +% 



- c- 


C Tec 

77 

» 35ft X 35 

-% 

cadnaCBmox 17 

M 15% 14% 15% 


camCp 


888 7H 7% 7% 

+* 

to MOd 


243 IB* 15*2 16% 

-1 

caabft 

15 

X 6 5% 5% 


Cndaa 

19 

717 4% 4* 4% 

4% 

tooikci 

048 32 

1215D%150%150% 

-1% 

toantoxIUH 40 

46 40%d40% 40% 

+% 

CasoyS 

OT2 21 

556 22% 22% 22% +% 

Mgena 

1010 7% 7ft 7% 


(BIO) 

IB 

X 0% B% 8% 

■% 


Contra 

CFUGk 

cnmspr 


axari 

QnujSn 
CtkddMn 
Ofisfire 
CManCp 
QmFa 
QnOPQi 
Cbtd 
Chan 
Omtef 
DacaSyt 
CkkiMr 

CaaCDMB IX X 
Oodo A ttwi 
CO0D8vCp 
PngiM 
CObBtat 
Catagai 
CdMte 
Conte 
QindA 


249 S2D2 37% 36% 37% +% 
OX 19 1185 3B% 38* 39* +% 
131X2 21 18 19% -% 

zO 4% 4% 4% 

IX 184548054% 54* 54% +* 

7230 5ft 5% Oft +% 

1539 1% l* 1% 

BUB5 14* 12% 14 +ft 

61 8577 20% 20% 20* +* 

IX 17 408 82% 60% 61% -% 

DX X 468 70% 69% 69% -% 

027 16 610 25% 25% 25% -% 

200 219 14% 14% 14% +% 

1U68 12% 12* 12ft +* 
80 78ft 79ft -* 
6 1% 1* 1% 

61 48 45% 48% -% 

Z0 1% 1% 1% 

57 1735 33% 31% 32% +* 

3110010 20% 27% 27% -* 

X B79 49% 47% 48% 

OX X X 18 17% 17% 

13* 10 1» 21% 21 21 -% 

024 14 3886 25% 24% 25% -% 

009 3401 22% 21% 22ft +ft 


CncsASp OX WID 22ft 22 22% +% 

QvnaaMLffi 15 480 1/51 49% 51 +1* 

CarekOC 1205 34% 34% 34% -% 

Cawreanre 1352 lift lift 11% +A 

Oaten 392 11% dll 11% +% 

796 4% 3% 4* +* 
9 214 20% 20* 20% +A 

050 2D 1723 29% a 29* -ft 

a*yte 1022 5% 4% 5* -* 

OmU 054 11 10X 31% X 31% +1% 

Com 2324328 34 31% 33ft +lft 

CwreyCp 92014 17% 1Bl 2 l«* -ft 

QotteS OX 2D1B750 24*023% 34% 


Codims 


cremneb 

CmnRn 

Omo 

EVwgnl 

Cyik 

OXOBI 


28245X M% 22% 23% 
263 5%dS% 5% 
X 534 14% 13% 14 

2273 B% 9% B% 
3338 21% 20% 21% 


2719 *%«ft 4* -A 


DSC Da 
OsrlBtnu 


MGM06 

Dnteb6i 

Dattmh 

DdKnqi 

Dnffilf 

Dbwob 

DHTfcdi 

DOW 

Dig Men) 


Og^Bl 
DomCP 
DOdsTm 
Dote Bn 
OmJiHtP 


- D - 

6401 27ft 

ais zo ix 
in 3* 

71 147 20% 
OX X 4 
028 47 20 78% 
044 37 345 30% 
551*827173% 
037X1230 54 
20 4% 
« 152 22% 
2100 11% 
42 3228 « 

367 1* 
9 10 13% 
221126 47% 
218 10* 
020 41 3S55uM% 
072 17 7 13% 


27 27% -% 
IX IK 
3% 3% -* 
10% 20% +% 
3ft 3% +A 
78% 78% 

3D X -% 
in in -7 
52% 52% •% 
4% 4% 

22 22% +% 
B% 9ft -1* 
39% 39% ■% 
1* 1* 

13% 13% 


48% 46% -% 
10 10 -A 

*3% 44|| +1* 
12% 13% +% 


n te 

■k hire Ip >■ w 

DnmEagy 35lC2]u53% 52% 53% 
DresSara ifi 279 X IS% 19% 

onyx 03WB7 1*S 39% 39% 39% 
OSMEOW 51 1*2 4% 4% 

Donna CM ifi S3 25% 35% 35% 


- E - 

EsokFd 17 1® 6% 6% 6% 
EteEann 231 18% iTlg 17% 

B3T0T 02921 BBO 30% 29 23% 
Egtfaad 861 5% 4% 4% 

QoaSd 21 620 49% 46% 49% 
BacbW 127 13 46 78% 78% JS% 
BESArtS 36 6*72 X 35* 35% J, 
EnoiAss IX 3* 3% 3% -% 

Entire 15B 2S2 15% 14% 15% -% 
EumL m 2* 2* Zh 

EqudllOf 113 3l 2 3% 3% 

EROttSk 2 91 I* % 1* 
ErtCOaB OX 4820537 46% 4S% 46,1 
EM X «% 4% 4% 

22 174 29 27% X 

701857 12* 11% lift 
3» 5% 5% 5* 
EttfaBac STD 24 23% 23% 

Expedttl 0X 541937 o36 34l 2 34% 
Ezrarpte. IS 32BuiQ% 8% 10% 


•% 

+% 


- F- 

MGre 71 SO U7% 7% 7% 

FOrQi 13 43 16 15% 15% 

FUEHl OX 56 662 53% H% 53% 

FHm 088 261092t£2% 61% 61% 
HggkA 5 656 14i 2 14% 14% 

nenn u73 ia% 17% 17% 

FMAa 080 1B11B2 40ft *0 *0% 

F5SK 0GB 154784 27 26% 25% 

Faff am lX18SD7Su51% 50% 51* 

Foment 1 16 20 325 43% 43 *6 

Fteert 342616 49% 47% 48% 

Flow M IX 158 9% 9% 9% 

FbjDtfTl 19 14! 7 6% 7 

FoatHAi 013 16 3261 7* 7% 7* 

FaodLBs 013 162666 7* 7* 7% 
FOCSy *u no: 14* i** i*% 

FosWA 11 41 5 4% 4% 

FflFM 060 X2106030% 30 30% 
FdHBWM J J4 13 5!® ifl7 35% 86 

RiteHBi 074 13 972 47% 47% 47% 
ftinuftn 06B 16 115 u2B 27% SB 


GiAdp 

G6KSOV 

Gam 

tenet 1b 

Gehi Co 

Goal Bind 

Balyk 

GenstfR 

Svtreaf 

Gvnkc 

Genzynw* 

GeoWCm 

GfeoanGi 

OUte- 

Gte Ban 

Mbs 

Good Guys 


-fi- 
ne 5% 5% 
0JJ7 a 787 34% 33% 
7 349 2* 2% 
33 U J. 


5% 

34 

2* 


11 227 10% 16% 18% +% 
044 15 X 27 26% 25% -% 
13 421 U16% 15% 16% +% 
403 4% 4* 4% 

27 2073 X2% 21% 21% 

1133 5ft 5* 5% 

7395 27* 26% 27% 

2701 5* 4% Oft 
141839 19% 19* 19% 

012 377 20ft 20% 20ft 

231 5 4% 4% 4% 

35* 12* 12% 12* -* 
3388 5% 85 5% -% 
GtadcoSfs OGB 16 335 uG% 5% 5% 
bate 036 13 zO XXX 
Green AP 01618 115 10% 9% 10% 
busmans ffl * d* * 

BT1 Cop 230 5% 5% 5% 

GDWGig 52025 350 22% 21ft 22% 
terane X 578 25% 25 25% 


-H - 

(bdkipaw 15 IX 7% 7% 7% •% 

Kartewyn 064 13 36 37% 37% 37* +* 

HBO 6 CO 0X5211848 80% 77 77% -2% 
hear 231337 55% 55* 56* -ft 
HeaMvre 13 3Xm2% 11% lift +* 
WabiTcb 365048 17% 16ft 16% -% 
Hectepor 1727 2ft 2* 2* •* 
Hebbuj 10 45 9% 9% 9% +% 

HofeflTmy 24 2593 H33 31 32% +1% 

HBMl 0X 133804 71% 19% 19% -% 
HalagK 232272 X 24% 25% +1 
Hon Mi 056 X 2691(59% 58 58% -% 
tbAJB OX 37 IX 15% 15% 15* •% 
nntoab Q73 153352u29% X X +1 
toco Co 7 IX 6 5ft fi -% 

H0b3)T«di 125263 X 26% 29% 

Hibddon 7892 3% C% 3% -1% 

HyoSo? 783 2* 2} t 7* +% 


FRSyt 

ShM 

laawor 


18 194 
4X 

37 re 

328 


tafta 


u21 20% 20% -% 
1% I* 1% +% 
8% 8 6% +% 
1* 1* 1% +* 
387 14% 14% 14% +% 

65489 12* 11 lift -% 

kp fci a n OX 14 541 15% 16% 16% -% 

bteprOor 8202 (2% 11% u% -* 

bdgldSys 78 4339 78 15% l6> 2 -1 

ZO * * * 

012 23nz&7id1% 88% 09* -ft 

5125 2ft 2ft 2% 

38 546 24% 24 24% 

026 181752u26% M% 25% -% 
40361 6* 7% 7% 

1253 2% 2% 1% +* 


bdgre&l 

Mar TV 


3360 13% 12% 13* -ft 
IB 1529 10% 9% 10* +% 
HDabyQA 1* 94 25 24% 24% -* 
htaare OS 17 3257 23% 22% 23*% 
MUaADFt 1378 20% 01 9% 19% •% 
neteoiio un x x237%xt%237% 


- J - 

rare X 295 15% 14% 15% *% 

Jason kc 15 75 6% 6 5% +% 

JOtaoDp 2 13% 13% 13% +% 

Jones Id 64 13 12% 12% -% 

Jones »W 010 38 £030 31% 30% 30% -% 
JSSRn 1M 15 110 43% <2 42% -% 

JraUg 032 132126 16 15% 15% 4% 

016 14 622 13% 13% 13% -% 


- K - 

K6MSS 0X362 41 15% 14% 14% -% 

KanaiCp 044 X 724 16% 16 16% +% 

KMlSv 0« IB 341 32% 31% 32% +% 

KbiteB 1.15 14 383 41 40% 40ft +% 

KLB-Tn 3213914 68% 6l% 62* -1% 

w* 10 % % % 

tarapf 178330 18* 17% 17ft -% 

LUdkS 5485 40% 38% 39% 


K te 

Bh c nei apa tv* ufl Q*< 


La taw 
uaahm 
LbtiRsw 
L aosffir 
Lance* 

Ltepcs 
La»bd 
LasvKps 
Late 5 
Lawson FI 052 14 
| ptfiyre 
LPeTeca 
LMea 
unayui 
LcazTsc 


LieSaSk 

LoneSBi 

LTXGP 

LWH 


-L- 

022 58 £5 18% 17% 17% 
19 4078 14% 14 14 

2»ietf3BGO% 56% 57 
072 18 42u53% 52% 52% 
096 22 135 20% X 23% 
408 5% 4% J% 
141789017% 1C% 17 

19 591 »{J 4% 4ft 
308555 64% 63 63% 
X 25% aft 
50 781 4% 4* 4% 
OX 21 X X 27% 27% 
X 191 19% 19% 19% 
014 18 19 35 34 35 

024 3714391 U64% S3 6i 
052 13 X 35 33% 33% 
14 3047 24% 23% 29ft 
X ZO X* £* X* 
1600 7% 7% 7% 
DAS 31 174 52% 52% 52% 


.1, 


.(, 


-II 

ltd ft. OX 2063314 34% 33% 34ft +* 
IS Cera 19 820 X% X% 22% +% 

UackBI OX B 20 14 13% 14 

Madge 7 42S7 6% 5% 6% 

Ifafl&U X 201 27 26% 27 ■»% 

MvcanCp 31 13% 13% 13% 

Marine Or 27 4955 X% 21% 2i* 
Mn>£nMd44 12 J 14% 14% 14% 
MdiSA OfiD 19 16501)4312 <2 43) 2 

MamiW 975 4ft 4% 4ft 

ttUffi Bt 3711Q36 74% 69% £0% 
Mc&dhfliDJ? 17 101 X 19% 19% 
UetoUWWOBi 36 2237 25% 25 3% 

Manna 73 M 14% 13% 11% 

Mentor Cp 010 X 3003 32% 31% 31% -1* 

MeasC 37 4054 ID 9% 9% ♦* 

MerawB OBO 171181 o30 29% 30 -% 
Macenre OX id 614 
Utesd 3046 

Mesa Air 62715 

UttieAAirtUO 19 3X 
Mcruoe 21 3704 
MOgnlbi 
tea # 
ted AS M 
Mflateta 
MteH 
•Here 
MWSfty 


2 % 

&A 


9 1 ; 9% 

2 % 2 % 

5% 5% 

21 20 % 20 % 

24 22% 23% 

4760 U6* 9% 6 *1% 

C1HZ£142%137%13B% *% 
1572 16 15,; is,; 

VET 54 14% 13% 14% 

OX 31 1700 49% 40% 40% 

576 56% 55% 56% 

12* 12 6 61% 61% 61% 

010 S 296 10% 10% 10% 

CSSS 14% 13% 14* 
IfeifeniCo 024 10 ixui4% 14 14% 
ModnrW 076 14 294 31 30% 30% 

lUaAf » ODE 281461 X 37% 37% 
Mok4i OX X1097 41% 40% 40% 
ttacare 24! 5 4% 5 

MSM/tf* 020 14 564 26% 26 26% 

MT5Syt (UO 17 57 X 29% X% 
Mycogw 538 23% 22% 22% 


Mantel d 


•1| 

m { 

-% 

♦% 

•A 

-% 


wc 

Meter 

Nettp 

NanwGra 

Nangnf 


1% 


Foch 072 10 65 20% 19% 19% 
NKtonpi 0X31 34 X 27% 27% 

NOT 5m 01321 570 20% 20% X% 

9 200 18% 18% 16% 
tt4l X 17 71 71 71 

4630628 28% 3 28* 

30570 37% 35% 35% 
X4ZD5 15% 15% 15% ♦% 
222 960 23 21% 22% +1% 

NevprtCP 0X 20 533 12% 12% 12* +* 
NeseCmA X 21% »% 21% +ft 

060 72 458 61% 61 81% »% 
050 36098 56 54% 54ft -1* 

16 72 17% 17% 17% 4% 
072X1175 63% 53% S37j +% 
T24B7 »% 37% 37ft ♦% 
1634564 7% 6ft 7% +* 
11595m 08%1X% 103% -3% 
16 750 12% 11% 12 ♦* 
19 2 2% 2% 2% -A 

1287 2% 21% 21ft 


Ndarm 
Monk/il 
WhnTfl* 
UN Mr 
Morel 
Nreknf 
WCW 
NSC top 
nil me 


-O- 

OCterkys 21 X 17% 17% 17% -% 

OCWf 30 9401 30% 30% 30* 

DdSdcsA X 149 14% 14 14% +% 

Oflstelg 17 789 19% 18% 19% *% 

OghtayN l.« 7 11 49% 46% 48% -1% 
(Mod IX 11 117 47% 46% «% •% 
OKotfnx IX 171297 Su 65% 5S% 63* «4* 
OUNDfi 092 16 11 44% 44 44 

Ortarap IX 13 3X 49% 48% 48% +% 
OWPrtCB 275 3% 3* 3lj -* 

Orate *343206 56% 54% 54% 

Olti Son XZ728 18% 17% 16% 

Motel* S 5101037% X J7% +1% 

OmgMrtt 12 2040 24% 23>< X% -% 

orevh 56 a io 9% io -% 

Oman 4 249 6% B% 8* -* 

QMSgsM 026 23 291 71% 21% 21* -% 
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FT G U FD E TO THE WEEK 




MONDAY 


Political landmine 


The UN 
conference on 

itiaamiarnwit 

resumes In 
Geneva for ice 
third session of 
the year (to 
September 10). 
The 61 
members, 

which i nclude the five declared nuclear 
powers, are stfH struggling to agree 
what they should be talking about 
Western countries want the conference 
to negotiate a worldwide haw on 
BfibiicrsQiiQtl landmines but they 
have been blocked by non-aligned 
nations which are insisting an parallel 
discussions on nuclear disarmament 
This in turn is unacceptable to the 
nuclear powers. In June the conference 
appointed a coordinator on landmines 
who will try to settle the The 

US, Russia and China have refused to 
endorse a separate treaty outlawing 
landmines doe to be signed by more 
than 100 countries In Ottawa In 
December. 

Cyprus meeting ■ 

Glafcos derides and Rauf Denktash, 
leaders of the Greek and Turkish 
communities in Cyprus, meet again 
two weeks after a positive encounter in 
the US. The two men. under pressure 
from the US and the European Union 
to find a solution to the 28-year 
division of the island, are to meet at 
the residence of the UN’s 
representative on the island ostensibly 
to discuss humanitarian issues. The 
atmosphere on Cyprus has recently 
become more tense. This follows 
remarks by Turkish leaders opposing 
the Greek Cypriot government's EU 
accession talks and warnings from 
Athens that it could veto the ElTs 
eastward, expansion if Cyprus 
membership talks do not succeed. 

Asean dialogue 

The nine members of the Association 
of South-East Aslan Nations (Asean) 
hold their post-ministerial conference 
in Kuala Lumpur. Members put 
pageantry aside and sit down with 
“dialogue partners” - including the US 
and EU - to discuss regional security 
issues behind closed doors. As a result 
it is seen as one of the most 
meaningful contacts between 
south-east Asian powers and the rest of 
the world in the diplomatic calendar. 
The other dialogue partners are 
Canada, Japan, China, South Korea, 
Australia. New Zealand, India and 
Pakistan. Issues are likely to include 
the admission last week of Burma and 
Laos into the Asean grouping, as well 
as Asean’s hope to tnm south-east Asia 
into a nuclear weapons-free zone. 
Madeleine Albright, the US secretary of 
state, is representing the US. 

Underworld lectures 

Executives from Japan’s top companies 
will he lectured on how to deal with 



Japanese foreign minister YukBiiko ikeda (centre) with his beleaguered Cambodian counterpart ting Hunt (right) at the Asean regional forum 


sokaiyo, yakusa and other denizens of 
Japan's underworld, at a seminar 
organised by the Keidanren or 
Federation of Economic Organisations. 
A senior police official and a lawyer 
will discuss the recent scandals over 
payments to corporate racketeers by 
some large and well-known companies 
and give advice on how to avoid such 
difficulties. As an illustration of the 
dangers, the Tokyo district court rules 
today on the case of a racketeer 
accused of receiving pay-offs from 
Ajinomoto, a leading Japanese food 
company. 

Taiwan trade bid 

Wang Chlh-kang, Taiwan's economics 
minister. Is visiting central America 
this week to hold talks with the trade 
ministers of five countries - 
Nicaragua, Costa Rica. Honduras, El 
Salvador and Guatemala. The trip is 
part of an effort to bolster Taiwan's 
diplomatic ties with the seven 
countries in the region with which it 
maintains official diplomatic relations. 
These include Panama and Belize as 
well as the five countries already 
mentioned. The visit paves the way for 
a trip to the region by President Lee 
Teng-hui, who will attend a September 
7 conference on the Panama CanaL Mr 
Lee is also expected to sign a 
low-interest loan pact totalling $70m - 
$ 10 m for each country. 

Funding challenge 

Hearings resume in Zimbabwe this 
week in the case brought by former 
premier Bishop Abel Muzorewa’s 
United party against President Robert 
Mugabe’s government over the direct 
funding of political parties by 
taxpayers. Under existing legislation, 
parties are entitled to a political grant 


depending on their relative 
representation in parliament In last 
week's budget Mr Mugabe's ruling 
Zanu-PF party, which holds 147 of the 
150 seats, was given a grant of Z$65m 
(US$5.7m) for the 18 months to the end 
of 1998. No other political party 
qualifies. The largely symbolic United 
party - it has no seats In parliament - 
is thought unlikely to make much 
headway in its challenge. 


TUESDAY 


Defence triangle 

Polish. Danish and German defence 
minis ters are in Warsaw for the rmnnal 
meeting of a triangle designed to 
underscore Nato's Baltic dimension. 
This dimension Is destined to grow 
once Poland becomes a member of the 
alliance In 1999. Ironically, it was 
Denmark which Poland was slated to 
invade and occupy under the war plans 
of the now defunct Warsaw pact. 

Soccer 

Uefa cup first qualifying round, second 
leg. 

Racing 

Racing starts at Glorious Goodwood in 
the UK (to August 2). 


WEDNESDAY 30 


Bonn tax talks 

Long-running attempts by the Bonn 
government to reform Germany's 
complex tax system reach another 
stage. The parliamentary conciliation 
committee meets in the latest attempt 


to thrash out a deal between the 
Bundestag, the lower house of 
parliament, and the Bundesrat, the 
sec ond chamber in which the 
opposition Social Democratic party has 
a majority. The tax-reform package is 
seen as a crucial part of Germany’s 
structural reform programme and the 
Bonn government wants to give the 
economy a substantial boost thro ugh 
significant tax cuts. Although the SPD 
wants to cut non- wage labour costs, it 
has opposed much of the package. 

Call for dispute panels 

The dispute settlement body of the 
World Trade Organisation, which 
meets in Geneva, is expected to set up 
two dispute panels. One panel request, 
from the US, concerns Indonesia’s 

natirmnl C3T pmg rnmmu This Is 

already the subject of a panel inquiry 
following complaints from the 
European Union and Japan that t he 
favourable tax and tariff treatment 
Indonesia gives the locally produced 
Timor breaches WTO rules. Brazil is 
seeking the formation of a panel in its 
dispute with the BU over import' quotas 
on poultry meat. 

FT Survey 

Ireland 


THURSDAY 


Tokyo talks on climate 

Japan and Australia start a two-day 
ministerial meeting in Tokyo. A total 
of 14 ministers from the two countries 
will attend the meeting at which global 
wanning will be one of the issues 
discussed- Australia and Japan both 
oppose EU proposals for much tighter 


rules on greenhouse emissions. So far, 
however, their positions on acceptable 
limits differ Australia wants targets to 
be based on individual countries' 
circumstances, while Japan appears to 
favour a uniform but less stringent 
target. Environment ministers from the 
two countries may seek to move closer 
to a common stance before the 
international conference on climate 
change in Kyoto in December. 

Poll test for Tories 

Voters in Uxbridge, west London, will 
be going to the polls in a by-election 
which follows the death of Sir Michael 
Shersby, a Tory MP who retained the 
seat for Us party with a majority of 
Just 724 in the UK’s May general 
election. Labour is playing down its 
chances of taking the seat from the 
Conservatives, saying the turn-out will 
be very low so soon after the general 
election. The seat, however, is an 
important first test for the Tories after 
the election of W illiam Hague as party 
leader. 


FRIDAY 


Museum’s US wing 

The American 
Air Museum in 
Britain opens at 
the Imperial 
War Museum, 
Duxford, 
Cambridge. The 
£21m ($ 18 m) 

TmiBPITTTI, 

covering 70,000 
sq ft, was designed by Sir Norman 
Foster and will house 21 aircraft, 
ranging from a first world war biplane 
to a giant B-52 jet bomber. Some of the 
money for the project was raised in the 
US. Founding members of the museum 
from the US who flew from British 
bases during the second world war are 
expected to attend the opening 
ceremony. 

Azerbaijan talks 

President Heydar Aliyev of Azerbaijan, 
a former member of fiie Soviet 
Politburo, who is at the centre of an 
international contest for control of the 
Caspian Sea's vast energy reserves, 
arrives in the US for meetings with 
political and corporate leaders. US 
president Bill Clinton is expected to 
indicate his support for the 
construction of pipelines linking 
Azerbaijan with Georgia and Turkey, 
and bis iceennpgK to minimise I ranian 
influence in the region. The US 
administration will try to persuade 
Congress to remove restrictions on aid 
to Azerbaijan which were imposed 
under pressure from ethnic Armenians. 

China’s army celebrates 

China celebrates the 70th anniversary 
of the founding of the People’s 
Liberation Army with a military 
review at the army’s birthplace. 
Chinese president Jiang Zemin, who is 
also the head of the army, and other 
senior party leaders are expected to 
attend. The review is to be held in 
Nanchang city in China's south-eastern 



jiangxi Province where the finj -jjjJ 
tasfired by the Chinese Commit 

party against the National** 
Kuomintang on August 1 192» ■ 
intended to display China s ouliu , 

Sree for the first time after the H«n. 

Kong handover on JuJ> »■ 

China membership 

Two weeks of bilateral 

^evaendtvithafoz^J^^ 

the WTO’s working part • on v , 
membership to discuss pro^-- p 
talks. China, which is aiming f 
enfiy next year, has been ; hold ing 
intensive discussions 
partners on lowering tanff f*nd 
tariff barriere to trade in wood** 
These are expected to result jn aK 
market-access offer in the autumn, 
ahead of the planned summit tew.™ 
US president Bill Clinton and Chinese 

president Jiang Zenji. Other mm 

likely to be discussed include trade Hi 
farm goods and improved access for 
foreign suppliers of services such as 
hanking . 

Championship start 

World Track and Field Championships 
get under way in Athens tto Aug lui 
with an extravagant opening ceremony 
at the marble stadium where the firei 
modem Olympics were staged m 
Vangelis, the Greek composer who wan 
an Oscar for his score for the film 
Chariots of Fire, will mastermind the 
show. The film celebrated runners at 
the 1924 Olympics. Construction of an 
elaborate backdrop for the television 
cameras, including fake friezes and 
statuary, has outraged many 
Athenians. But the championship 
organisers say a spectacular launch is 
important to boost Greece's chances of 
hosting the 2004 Olympic Games. 

Horse trials 

British Open Horse Trials at Gatcombe 
Park, England (to August 14). 


WEEKEND 


Cowes sets sail 





Cowes Week 
begins on 
Saturday and 
promises to be 
one of the best 
regattas for 
years. The 
biannual 
Admiral's Cup 
is r unning 
simultaneously with the domestic 
racing, bringing the world's top 
skippers and crews to the Solent. 
Yachting always flourishes when the 
economy is strong. All the signs 
indicate there could be a record 
number of boats competing. Corporate 
sailing has become huge business, with 
every available charter yacht booked 
months ago. Yet the biggest single fleet 
will be, as always, the X-class designed 
in 1911. with nearly 90 boats racing. 
Skandia life is sponsoring Cowes Week 
for file third year running. 


Compiled by Bob Vincent. 
Fax: (+44) (0)171 873 3194. 


.economic diary 


Other economic news 

Monday: Germany’s trade 
surplus in May, to be 
released at some point this 
week, is widely expected to 
have remained above 
DM1 0b a, as foreign demand 
held up weU. 

Tuesday: UK consumer 
credit is likely to have 
remained high during June, 
increasing pressure for 
higher interest rates. The 
markets are looking for 
£90Qm after ELlba in May. 

Wednesday: Japan’s indus- 
trial production is expected 
to have declined by a 
monthly 1.2 per cent in June, 
but this would still be 10.1 
per cent higher than in June 
last year. 

Thursday: US second quar- 
ter GDP will give an indica- 
tion of the extent of possible 
overheating in the US econ- 
omy. The markets are 
looking for modest growth of 
2 per cent after 5.9 per cent 
in the first quarter. 

Friday: The US unemploy- 
ment report for July is 
expected to show continued 
employment growth within 
the trend and some pressure 
on average ea r ni n gs. The US 
unemployment rate is expec- 
ted to remain at or close to 
the 5 per cent recorded in 
June. 





Statistics 

to be released this week ... 
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-0-296 

-1.196 ' 


Japan 

Jiil 'auto rales** • ' 

.*• ’ ’ 

\ : 


UK 

Jun consumer credit 

HKSOAbn 

HK$1.1bn 


Germany 

Jul purchasing maulers fodexf 


r'sejBs 


US 

BOT-Mftsubfahi Jul 26 


-0.896 


Japan 

Jul forex reserves* * 

./ • % m 

0296 . • '* 


US 

Jul consumer confidence 

130 

129.8 


UK 

Jul Chrtrd brstitB of Prehang Mngre 

.. 

. 53496 : 


US 

Redbook did 26 


uncharged 


US 

Jul nonfarm payrolls 

• 198.000 • 

2i7,ooa - ;• 

Wed 

Japan 

Jun industrial product! on t 

■Z6% 

4.596 


US 

Jul manufacturing payroBs 

8,000 

,14.000 '.... 

Jul 30 

Japan 

Jun shipments! 


496 


US 

Jul hourly earnings 

0396 

- 0396 '. 


Japan 

Jut retail sates** 

-3-796 

-3396 


US 

AjI average workweek .• 


.. 34.7 :, ' .it. 


US 

Jun new home sales 

810,000 

825.000 


• US 

Jul unemployment rate . . 

'596 

‘ 596. 

Thur 

Japan 

Jun construction orders*’ 


8296 


:us 

Jun personal income 

0596'. 

.0296 .;. -V. 

Jul 31 

Japan 

Jun housing starts** 

-4% 

-8.696 


us 

Jun personal consumer expenditure 

'0.496. ... 



Japan 

Jun construction starts** 


-10.394 


• us 

Jul Nat Assoc of Purchasing Managere56% 

.55.7*;';;;; 


Finaice 

Jun unemployment rate 


12J596 

Outing the unsafe... 

. •' ' 




France 

Jun Jobseekers ILO* 


0-596 


us 

Jul Michigan Sentinfont FinaT • 

106.1 -. 

106w4 . , • 


US 

Otr 2 gross domestic product advance 2% 

53)96 


us 

Am factory orders . ' " \ • 

.1A96 : 



US 

Otr 2 gras dmas&e prefect price Index 296 

2.796 


US 

Jun factory inventories.;..; • 

. . *•* 

, 0L496 •' 


US 

Initial claims Jul 26 

320,000 

299.000 


•.US 

Juf domestic auto sates ’ 

B-7tn ' >.. 

.*.:V ; , 


US 

State benefits Jul 19 


23m • 


US 

Jul domestic Sghf truck 'saiee 

55m , ' 3 



US 

Jul Chicago PMIt 

6096 ’ 

61.516 ■ 


Italy 

Jun total bank teriefing 

* *• .* . 

.2L496' ; 


US 

Jul agriculture prices 


-0.996 ' 

•month an merfh, to yw.lreasonsSy edited . Statistes, 


l 

4 

•8 

9 

11 

12 

13 

14 
16 
18 
20 
21 

23 

24 

25 

26 


ACROSS 

ijects run away from 
y hot areas (6) 
arid? (6) 

raxing sea mew, per- 
is, fitting ring (7) 
dspeaker same listen to 
ularly (7) 

ntonly start a riot in 
taurants abroad (10) 
er trial (4) 

ertainment a revelation, 
y neglected? (5) 

:ks runners which are 
: ’ame? (8) 

ary sustained in car 
th crashed (5,3) 
inyson’s black bat - 
siting thing! (5) 
score with racket? God? 

rtle to many, using this 
* (5.5) 

her caber-tossing? How 

id! (7) 

Apple celebrity taken 
jy hoax (V 

jrjoyed to be linked, 
tag runoff (6) 
lowing centre-court, 
re cortain he will take 
tae interest (6) 


DOWN 

1 Keep one pulling (5)' 

2 Placed into pulses, they are 
tender in Spain (7) 

3 Bedside convenience gold- 
lined for a naval officer (9) 

5 Round hats restyled? We 
swear by them! (5) 

6 Cathedral in terms of 
reconstruction (7) 

7 The high tais in it may sig- 
nal danger (54) 

10 Asbestos-like if pulling tip 
carpeting (9) 

13 Lose water by dry heat, 
perhaps, after half-tide (9) 

15 Carrying some risk like a 
corner in play (9) 

17 Part of Christmas Oratorio 
for tin soldiers at the dou- 
ble (7) 

19 Allure of grandchildren? (7) 

21 Enchantress left out of 
coterie (5) 

22 Parish priest right as 
healer? (5) 



WINNERS 9,426: Mrs B.W. Lawrence. Barnet Herts; 
Miss C.A. Furze, Crediton, Devon; J. Oakton. Whit- 
church, Hants; J. Vaughan, Ashton-un der-Lyne, Lanca- 
shire. 


MONDAY PRIZE CROSSWORD 

No.9,438 Set by DINMUTZ 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Oavys food and wine 
vouchers rede emab le to person or by poet These prizes are available 
only to winners l iv ing In England. Scotland and Wales. Winners with 
overseas addresses will receive a set of silver-plated place name bases 
and cords. Solutions by T h ursday August 7. marked Monday Crossword 
9,438 on the envelope, to the Financial nmea, 1 Southwark Bridge, 
Loudon SEl 9HL. Solution an Monday August 1L Please allow 28 days 
for delivery at prises. 

Name.— -... — — - — — 

Address ■ 



nrvs wmBs Aim EArms 


Solution 9,426 


E3HOD1B0 



Notice 

Promise Co., Ltd. 

(die “Company’) 
¥10,000,000,000 
Convertible Bonds due 2000 

and 

Tampopo Limited 
U.S. $93,500,000 

2 per cent. Secured Notes due 2000 
witb Covered Warrants 

NOTICE b HEREB Y GIVEN dne the Company has resolved at the 
Meeting of *e'Boaidc#Directcinhdd on 9ch June, 1997 ® split the 
Shares (the “Stock Split") owned by the Shareholders; appearing on 
the Regism of Sfcareholdere of die Company as ar 15:00 hours 
on 30* September, 1997 (Japan time) at the rare of one point one 
(1.1) Sam. to one (l) Share held by them, and as a result of such 
Stock Split foe Conversion Price for die Bonds and the Purchase 
ftice foe the Warrants have been adjusted as follows: , 

Current Conversion and Purchase Price: ¥5,023.00 

New Conversion and Purchase Price: ¥4.566.40 

The New Conversion and Purchase Price shall become effective on 
1st October, 199% japan time. 

Promise Co., Ltd. 

and 

28fojuly, 1997 Tampopo Limited 
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N.V. De Indoneslsche 
OwerzeeseBank 



European Coal and Steel 
Community 

US$125,000,000 

Floating Rate Notes 1997 



¥11,200,000,000 

Floating rate notes 2001 

The notes anil bear interest at 
8.425% per annum forth* 
period 28 Jnty 1997 to 

28 October 1997. Interest 
payable 28Qctober 1997 aw 
amount toUSSl.64194 per 
USUOO.OOOnote. 



Notice is hereby gioen that for 
the interest period 28 July 1997 
to 28 January 1998 the notes 

will amy on interest rate of 
1.47578% per annum. Interest 
PoytMeon28Janaaiyl998 
will amoaiu ia ¥75f,288per 
¥100.000,000 note 

Agent Morgan Guaranty 
Trust Company 



Agent Morgan Guaranty 
Trust Company 

JP Morgan 



JPMorgan 

JOTTER PAD — 
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